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TITLE 5—ADMINISTRATIVE 
PERSONNEL 

Chapter III—Foreign and Territorial 
Compensation 

[Dept. Reg. 108.3101 

Part 325 —Additional Compensation in 
Foreign Areas 

DESIGNATION OF DIFFERENTIAL POSTS 

Section 325.11 Designation of differ¬ 
ential posts is amended as follows, effec¬ 
tive on the dates indicated: 

1. Effective as of the beginning of the 
first pay period following February 9, 
1957. paragraph (c) is amended by the 
deletion of the following: 

Colombo, Ceylon. 

Israel, all posts except Haifa and Tel Aviv 
and the Israel-held sector of Jerusalem. 
Luanda, Angola. 

2. Effective as of the beginning of the 
first pay period following September 22, 
1956, paragraph (a) is amended by the 
addition of the following: 

Nha Trang, Viet-Nam. 

3. Effective as of the beginning of the 
first pay period following November 17, 

1956, paragraph fa) is amended by the 
addition of the following: 

Little Carter Cay, British West Indies. 

4. Effective as of the beginning of the 
first pay period following February 9, 

1957, paragraph (c) is amended by the 
addition of the following: 

Ceylon, all posts. 

5. Effective as of the beginning of the 
first pay period following February 9, 
1957, paragraph (d) is amended by the 
addition of the following: 

Luanda, Angola. 

<Sec. 102, Part I, E. O. 10000, 13 F. R. 5453; 
3CFR, 1948 Supp.) 

Dated: January 31, 1957. 

For the Secretary of State. 

I. W. Carpenter. Jr.. 
Assistant Secretary-Controller. 

I? R. Doc. 57-1000; Filed, Feb. 8. 1957; 
8:47 a. m.J 


TITLE 7—agriculture 

Chapter 1—Agricultural Marketing 
Service (Standards, Inspections, 
Marketing Practices), Department 
of Agriculture 

Part 52— Processed Fruits and Vege¬ 
tables, Processed Products Thereof, 
and Certain Other Processed Food 
Products 

SUBPART—UNITED STATES STANDARDS FOR 
GRADES OF CANNED ASPARAGUS 1 

On April 3. 1956, a notice of proposed 
rule making was published in the Federal 
Register (21 F. R. 2245) regarding a 
proposed revision of United States 
Standards for Grades of Canned 
Asparagus. 

After consideration of all relevant 
matters presented, including the propo¬ 
sal set forth in the aforesaid notice, the 
following United States Standards for 
Grades of Canned Asparagus are hereby 
promulgated pursuant to the authority 
contained in the Agricultural Marketing 
Act of 1946 (60 Stat. 1087 et seq.. 7 
U. S. C. 1621 et seq.). 

PRODUCT DESCRIPTION, STYLES, GRADES. AND 
TYPES 

Sgc 

52.2541 Identity. 

52.2542 Styles of canned asparagus. 

52.2543 Grades of canned asparagus. 

52.2544 Types of canned asparagus. 

FILL OF CONTAINER AND DRAINED WEIGHTS 

52.2545 Recommended fill of container. 

52.2546 Recommended minimum drained 

weight. 

52.2547 Compliance with recommended 

minimum drained weights. 

SIZE (DIAMETER) OF SPEARS, TIPS, AND POINTS 

52.2548 Size (diameter) of spears, tips, and 

points in canned i^sparagus. 

52.2549 Compliance with single size recom¬ 

mendations. 

FACTORS OF QUALITY 

52.2550 Ascertaining the grade. 

52.2551 Ascertaining the rating for the fac¬ 

tors which are scored. 

52.2552 Liquor. 


1 Compliance with the provisions of these 
standards shall not excuse failure to com¬ 
ply with the provisions of the Federal Food. 
Drug, and Cosmetic Act. 

(Continued on p. 807) 
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CODIFICATION GUIDE—Con. 


Chapter I: 

Part 146a (proposed)- 849 

Part 146b (proposed)-.— 849 

Part 146c (proposed)- 849 

Fart 146d (proposed)- 849 

Part 146e (proposed)- 849 

Title 24 
Chapter FT: 

Part 292a_ 815 

Title 25 
Chapter I: 

Part 130 (proposed)- 849 

Title 32 
Chapter I: 

Part 82__— 815 

Chapter V: 

Part 577_ 838 


52.2553 Color. 

522554 Defects. 

52.2555 Character. 

DEFINITIONS AND EXPLANATIONS 

52.2556 Definitions and explanations of 

terms. 

LOT CERTIFICATION TOLERANCES 

52.2557 Tolerances for certification of offi¬ 

cially drawn samples. 

SCORE SHEET 

52.2558 Score sheet for canned asparagus. 

Authoritt: §§ 52 2541 to 52.2558 issued 
under sec. 205, 60 Stat. 1090, as amended; 

7 U. S. C. 1624. 

PRODUCT DESCRIPTION. STYLES, GRADES, AND 
TYPES 

§ 52.2541 Identity . “Canned aspara¬ 
gus” means the canned product pre¬ 
pared from clean, sound, succulent 
shoots of the asparagus plant prepared 
and processed in accordance with good 
commercial practice as such product is 
defined in the standard of identity for 
canned asparagus (§ 51.990 of this chap¬ 
ter. 20 P. R. 9621-9622) issued pursuant 
to the Federal Food, Drug, and Cosmetic 
Act. 

§ 52.2542 Styles of canned asparagus. 

(a) “Spears’* (stalks), which may be 
peeled or unpeeled, is the style of canned 
asparagus that consists of the head and 
adjoining portion of the shoot that is 
3 3 4 inches or more in length. 

(b) “Tips** is the style of canned as¬ 
paragus that consists of the head and 
adjoining portion of the shoot that is less 
than 3% inches but not less than 2% 
inches in length. 

(c) “Points” is the style of canned as¬ 
paragus that consists of the head and 
adjoining portion of the shoot that is less 
than 2% inches in length. 


(d) “Cut spears’ r (cut stalks) is the 
style of canned asparagus that consists 
of shoots cut transversely into pieces. 
The recommended minimum percent, by 
count, of heads in cut spears is given in 
Table No. 1 of this section. 

Table No. 1 

RECOMMENDED MINIMUM PERCENT. BY COUNT, 
OF HEADS IN CUT SPEARS 

Percent,~by count, 

Length of units: of heads 

114 inches or less- 15 

Over 1* * * § 4 inches___ 20 

(e) “Bottom cuts” or “cuts—tips re¬ 
moved” is the style of canned asparagus 
that consists of portions of shoots with - 
heads removed that are cut transversely 
into pieces. 

(f) “Mixed” is the style of canned 
asparagus consisting of two or more of 
the foregoing styles. 

§ 52.2543 Grades of canned aspara¬ 
gus. (a) ”U. S. Grade A” or “U. S. 
Fancy” is the quality of canned aspara¬ 
gus that possesses a good flavor; that 
possesses a clear liquor; that possesses 
a good color; that is practically free from 
defects; that possesses a good character; 
and that for those factors which are 
scored in accordance with the scoring 
system outlined in this section the total 
score is not less than 85 points: pro¬ 
vided, That the canned asparagus may 
possess a fairly clear liquor and a fairly 
good color if the total score is not less 
than 85 points. 

(b) “U. S. Grade C” or “U. S. Stand¬ 
ard” is the quality of canned asparagus 
that possesses a fairly good flavor; that 
possesses a fairly clear liquor; that 
possesses a fairly good color; that is 
fairly free from defects; that possesses 
a fairly good character; and that scores 
not less than 70 points when scored in 
accordance with the scoring system out¬ 
lined in this section. 

(c) “Substandard” is the quality of 
canned asparagus that fails to meet the 
requirements of U. S. Grade C or U. S. 
Standard. 

§ 52.2544 Types of canned asparagus. 
The type of canned asparagus is not 
incorporated in the grades of the proc¬ 
essed product, since the type of canned 
asparagus is not a factor of quality for 
the purpose of these grades. The type 
of asparagus may be designated in ac¬ 
cordance with the following require¬ 
ments: 

(a) “Green” (all green) consists of 
units of canned asparagus which are 
typical green, light green, or yellowish 
green in color. 

(b) “Green tipped” consists of canned 
asparagus spears, tips, and points, of 
which one-half or more of the unit 
measured from the tip end is green, 
light green, or yellowish green in color. 

(c) “Green tipped and white” consists 


of (1) spears, tips, and points of canned 
asparagus which are typical white or 
yellowish white in color, and may have 
green, light green, or yellowish green 
heads, and the green color may extend 
to not more than one-half of the length 
of the stalk measured from the tip end 
and (2) green tipped and white spears, 
tips, and points, when cut into units, 
may consist of a mixture of typical 
white, yellow ish white, green, light green, 
or yellowish green units. 

(d) “White” consists of units of canned 
asparagus which are typical white or 
yellowish w'hite in color. 

FILL OF CONTAINER AND DRAINED WEIGHTS 

§ 52.2545 Recommended fill of con¬ 
tainer. The recommended fill of con¬ 
tainer for canned asparagus is nof 
incorporated in the grades of the proc¬ 
essed product, since fill of container, as 
such, is not a factor of quality for the 
purpose of these grades. It is recom¬ 
mended that each container of canned 
asparagus be filled as full as practicable 
with asparagus without impairment of 
quality. 

$ 52.2546 Recommended minimum 
drained weight. The minimum drained 
weight recommendations in Table No. 2 
are.not incorporated in the grades of the 
processed product, since drained w'eight, 
as such, is not a factor of quality for the 
purpose of these grades. The drained 
weight of canned asparagus is deter¬ 
mined by emptying the contents of the 
container upon a United States Standard 
No. 8 sieve of proper diameter, inclining 
the sieve to facilitate drainage, and allow 
to chain for two minutes. The drained 
weight is the w’eight of the sieve and the 
asparagus less the weight of the dry 
sieve. A sieve 8 inches in diameter is 
used for the No. 2Vfe size can (401 x 411) 
and smaller sizes, and a sieve 12 inches in 
diameter is used for containers larger 
than the No. 2 % size can. 

§ 52.2547 Compliance with recom¬ 
mended minimum drained weights . 
Compliance with the recommended min¬ 
imum drained weight for canned aspara¬ 
gus is determined by averaging the 
drained weights of all of the containers 
which are representative of a specific 
lot. Such lot is considered as meeting 
recommendations, if: 

(a) At least one-half of the containers 
meet the recommended minimum 
drained weight; 

(b) The drained weights of the con¬ 
tainers whicli do not meet the recom¬ 
mended minimum drained weight are 
within the range of variability of good 
commercial practice; and 

(c) The average drained weight of all 
of the containers which are representa¬ 
tive of the lot doe3 not fall below the 
minimum recommended drained weight. 
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Table No. 2 


RECOMMENDED MINIM I'M DRAINED WEIOHT (IN OUNCES) OF ASPARAGUS 


Container size or designation 

Container dimen* 
sion8 (inches) 
water capacity 
(ounces avoirdu|>ois) 

Spears, tips, points 
(small, medium, 
large, and hlemls of 
these sizes) 

Spears, tips, and 
points (extra large, 
colossal, giant, or 
blends including 
these sizes) 

Cut spears, bottom 
cuts or cuts—tips 
removed (all sizes) 

Diameter 

Height 

Green 
tipped 
uud white 

Green 
amt green 
tipi>od 

Green 
tipped 
and white 

Green 
and green 
tipped 

Green 
tipped 
and white 

Green 

8 or., lull . 

2*M* 


t>K 

5 

5M 

5 

5 

4*4 

8 to. jar ..... 

a.5 oz. 

5)4 

5 

5)4 

5 

5 

4->« 

No. 1 picnic. 

2 

4 


»))» 


0 

6H 

ft 

Y>Y. . 

2»)i« 

4»U 

8 

7Vi 

7*i 

7 Vi 

7*4 

7)4 

No. 800. 

8 

4 7 in 

9)* 

8*4 

9 

H 

9 

8 Vi 

No. 300 x 409.. 

3 

4* in 

9?* 

9 

9H 

8)4 

OVi 

m 

No 300 cylinder___ 

3 

5<H« 


11 


10 Vi 



No. 1 toll. 

3)U 

4>H« 

"*10\« 

9 H 

lot* 

9Vi 

mi 

9)4 

No. 303.. 


4*m 

1044 

9H 

10), 

«'i 

10)1 

0>4 

No. 303 jar .... 

17.8 oz. 

10*4 

IM 4 

10 Vi 

0)4 

10), 

9)i 

No. 2 . 

3^/in 1 

1 4°U 

13 Vi 

12)i 

m* 

11*4 

12*4 

m« 

No. 2 l j (round). 

4* in 

4‘Vi* 

n W, 

\7H 

18V» 

17 M 

18) 

10*4 

No. 2 V* inr . 

29.fi oz. 

19)4 

17V, 

18 Vi 

17 

18) 2 

IftK 

No. 5 squat. 

Win 

4*i« 

43 

39 

41 

38 

42 

38 

No. 10... 

6*hn j 

1 7 

04 Vi 

03 

04 V. 

00)4 

04 Vi 

fiOVi 

13 l / 

146? 

> oz. 

8>i 

8 

SU 

7h 
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SIZE (DIAMETER) OF SPEARS, TIPS, AND 
POINTS 

§ 52.2548 Size ( diameter) of spears, 
tips, and points in canned asparagus. 
The size (diameter) of asparagus spears, 
tips, and joints in canned asparagus is 
determined by measuring the largest 
diameter across the base at right angles 
to the longitudinal axis of the unit. 
Units compressed in processing should 
be restored to their approximate original 
contour before sizing. Asparagus spears 
longer than 5 inches are measured at a 
point 5 inches from the top of the spear. 
Units 5 inches in length and less are 
measured at the base or largest cut end 
of the unit. 

§ 52.2549 Compliance with single size 
recommendations. Canned asparagus 
spears, tips, and points will be consid¬ 
ered as meeting a designated size when 
not more than 20 percent, by count, of 
all the units are of the next size smaller 
or the next size larger than the diameter 
range of the particular size designation. 


Table No. 3 

SIZES (DIAMETER) OF ASPARAGUS srE\RS, TIPS, AND 
rOINTS IN CANNED ASPARAGUS 


Word designation 

Diameter (lOths ofineh) 

Small ....___ 

Approximately 

9-U to 

9U to H»i«. 

»9into 

4l«tn 

and over. 

A mixture of two or 
more of the foregoing 
sizes. 

Medium. 

Large.... 

Extra Large or Mammoth_ 

Colossal. 

Giant ..... 

Blend of Sizes... 



FACTORS OF QUALITY 

§ 52.2550 Ascertaining the grade — 

(a) General. In addition to considering 
other requirements outlined in the 
standards/the following quality factors 
are evaluated in ascertaining the grade 
of the product: 

(1> Factor not rated by score points . 

(i) Flavor. 

(2) Factors rated by score points . 
(i) The relative importance of each fac¬ 
tor which is rated is expressed numer¬ 
ically on the scale of 100. The maximum 
number of points that may be given each 
such factor is: 


Factors: Points 

Liquor_ 10 

Color _ 20 

Defects _ 30 

Character _ 40 

Total Score_100 


(ii) “Good flavor” means that the 
product has a good, characteristic nor¬ 
mal flavor and odor and is free from 
objectionable flavors and objectionable 
odors of any kind. 

(iii) “Fairly good flavor” means that 
the product may be lacking in good fla¬ 
vor and odor but is free from objection¬ 
able flavors and objectionable odors of 
any kind. 

§ 52.2551 Ascertaining the rating for 
the factors which are scored. The es¬ 
sential variations within each factor 
which is rated by score points are so 
described that the value may be ascer¬ 
tained for such factors and expressed 
numerically. The numerical range 
within each such factor is inclusive (for 
example, “17 to 20 points” means 17, 18, 
19. or 20 points). 

§ 52.2552 Liquor —(a) (A) classifica¬ 
tion. Canned asparagus that possesses 
a clear liquor may be given a score of 9 
or 10 points. “Clear liquor” means that 
the liquor may possess a typical yellow 
or green color and is fairly free from 
suspended material and sediment. 

(b) (C) classification . If the canned 
asparagus possesses a fairly clear liquor 
a score of 7 or 8 points may be given. 
“Fairly clear liquor” means that the 
liquor may be cloudy but not excessively 
cloudy or may possess an accumulation 
of sediment which may be slightly gray 
or slightly brown but is not seriously ob¬ 
jectionable and is not off color. 

(c) ( SStd .) classification. Canned 
asparagus that fails to meet the require¬ 
ments of paragraph (b) of this section 
may be given a score of 0 to 6 points and 
shall not be graded above Substandard, 
regardless of the total score for the 
product (that is a limiting rule). 

§ 52.2553 Color —(a) General . The 
color of asparagus in canned asparagus 
is based on the type and style of aspara¬ 
gus and the characteristic and predomi¬ 
nant color of the units. 


(b) (A) classification . Canned as¬ 
paragus that possesses a good color may 
be given a score of 17 to 20 points. “Good 
color” has the following meanings with 
respect to the following types and styles 
of canned asparagus: 

(1) Spears, tips , or points —(i) Green. 
The units possess a good, characteristic, 
green, light green, or yellowish green 
color typical of well developed aspara¬ 
gus, and the bottom portion of not more 
than 10 percent, by count, of the units, 
or one unit, whichever is larger, may 
possess typical white or yellowish white 
color not to exceed one-eighth of the 
length of the unit. 

(il) Green tipped. The units possess 
a good, characteristic, green, light green, 
or yellowish green color with typical 
white or yellowish white color at the 
base ends, typical of well developed as¬ 
paragus, and not more than 20 percent, 
by count, of the units may possess typi¬ 
cal white or yellowish white color in ex¬ 
cess of one-half of the length of the unit 
or may be all green. 

(iii) Green tipped and white. The 
units possess a good, characteristic, 
white or yellowish white color, and may 
possess green, light green, or yellowish 
green heads and adjacent areas, typical 
of well developed asparagus, and not 
more than 20 percent, by count, of the 
units may possess green, light green, or 
yellowish green heads and adjacent 
areas exceeding one-half of the length 
of the unit. 

(iv) White. The units possess a good, 
characteristic, white or yellowish white 
color typical of well developed asparagus, 
and not more than 10 percent, by count, 
of the units, or one unit, whichever is 
larger, may possess green, light green, 
or yellowish green heads and adjacent 
areas not to exceed one-half of the 
length of the unit. 

(2) Cut spears, bottom cuts or cuts — 
tips removed, and mixed —(i) Green. 
The units possess a good, characteristic, 
green, light green, or yellowish green 
color typical of well developed asparagus, 
and not more than 10 percent, by count, 
of the unite may be green and white or 
white: Provided, That not more than 2 
percent, by count, of all the units may be 
white. 

(ii) Green tipped and white or white. 
The unite possess a good, characteristic 
color typical of well developed green 
tipped and white or white asparagus. 

(c) (C) classification. If the canned 
asparagus possesses a fairly good color, a 
score of 14 to 16 points may be given. 
“Fairly good color” has the following 
meanings with respect to the following 
types and styles of canned asparagus: 

(1) Spears, tips, or points —(i) Green. 
The unite possess a fairly good, charac¬ 
teristic, green, light green, or yellowish 
green color typical of fairly well de¬ 
veloped asparagus and the bottom por¬ 
tion of not more than 20 percent, by 
count* of the unite may possess typical 
white or yellowish white color not to 
exceed one-fourth of the length of the 
unit. 

(ii) Green tipped. The units possess 
a fairly good, characteristic, green, light- 
green, or yellowish green color with 
typical white or yellowish white color at 
the base ends, typical of fairly well de- 
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veloped asparagus, and not more than 
50 percent, by count, of the units may 
possess typical white or yellowish white 
color in excess of one-half of the length 
of the unit, or may be all green. 

(iii) Green tipped and white . The 
units possess a fairly good, character¬ 
istic, white or yellowish white color and 
may possess green, light green, or yellow¬ 
ish green heads and adjacent areas typi¬ 
cal of fairly well developed asparagus, 
and not more than 50 percent, by count, 
of the units may possess green, light 
green, or yellowish green heads and ad¬ 
jacent areas in excess of one-half of the 
length of the unit. 

(iv) White. The units possess a fairly 
good, characteristic, white or yellowish 
white color typical of fairly well de¬ 
veloped white asparagus, and not more 
than 20 percent, by count, of the units 
may possess green, light green, or yellow¬ 
ish green heads and adjacent areas not 
to exceed one-half of the length of the 
unit. 

(2) Cut spears, bottom cuts or cuts — 
tips removed, and mixed —(i) Green . 
The units possess a fairly good, char¬ 
acteristic, green, light green, or yellow¬ 
ish green color typical of fairly well 
developed asparagus and not more than 
20 percent, by count, of the units may 
be green and white or white: Provided, 
That not more than 5 percent, by count, 
of all the units may be white. 

<ii) Green tipped and white or white. 
The units possess a fairly good, char¬ 
acteristic color typical of fairly w f ell de¬ 
veloped green tipped and w'hite or white 
asparagus. 

(d) iSStd.) classification. Canned 
asparagus that fails to meet the require¬ 
ments of paragraph (c) of this section 
or is definitely off color may be given a 
score of 0 to 13 points and shall not be 
graded above Substandard, regardless of 
the total score for the product (this is a 
limiting rule), 

1 52.2554 Defects —fa ) General. The 
factor of defects refers to the degree of 
freedom from grit or silt, loose material, 
shattered heads, poorly cut units, 
damaged units, and seriously damaged 
units. 

<1) “Grit or silt” means sand or any 
other particle of earthy material. 

“Loose material'’ means shattered 
asparagus material and cut or broken 
Pieces 'which are less than three-eighth 
inch in length. 

•3) “Shattered head” means any unit 
*ith the asparagus head broken or 
shattered to the extent that the appear¬ 
ance is seriously affected. 

( 4) “Misshapen” means any spear. 
i-P. or point that is badly crooked, or any 
unit that is seriously affected in appear¬ 
ance by doubles or other malformations. 

(5) “Poorly cut” means a unit that 
has a very ragged, stringy, or frayed 

or edges, or a unit that is partially 
cut. or is cut at an angle of less than ap¬ 
proximately 45 degrees. 

( 6> “Damaged” means damaged by 
discoloration, mechanical injury, or 
damaged by other means to the extent 
mat the appearance or edibility of the 
unit is materially affected. 

“Seriously damaged” means dam¬ 
aged to such an extent that the appear¬ 


ance or edibility of the unit is seriously 
affected. 

(b) (A) classification. Canned as¬ 
paragus that is practically free from de¬ 
fects may be given a score of 25 to 
30 points. “Practically free from de¬ 
fects” means that no grit or silt may be 
present that affects the appearance or 
edibility of the product; that loose ma¬ 
terial may be present that does not ma¬ 
terially affect the appearance of the 
product; and that with respect to the 
following styles of canned asparagus: 

(1) Spears, tips, and points. There 
may be present with respect to green 
and green tipped types not more than 
10 percent, and with respect to green 
tipped and white and w f hite types not 
more than 15 percent, by count, of units 
with shattered heads, misshapen units 
and poorly cut units, and damaged and 
seriously damaged units: Provided, That 
not more than 3 percent, by count, of 
the units may be seriously damaged, or 
one unit in a single container may be 
seriously damaged if such unit exceeds 
the allow T ance of 3 percent: Provided, 
That in all of the containers comprising 
the sample such damaged units do not 
exceed an average of 3 percent, by count, 
of the total number of units. 

(2) Cut spears, bottom cuts or cuts — 
tips removed, and mixed. There may be 
present for the applicable style not more 
than 10 percent, by count, of units with 
shattered heads, misshapen units and 
poorly cut units, and damaged and ser¬ 
iously damaged units: Provided, That not 
more than 2 percent, by count, of the 
units may be seriously damaged or one 
unit in a single container may be seri¬ 
ously damaged if such unit exceeds the 
allowance of 2 percent: Provided, That 
in all of the containers comprising the 
sample such damaged units do not ex¬ 
ceed an average of 2 percent, by count, 
of the total number of units. 

(c) (C) classification. If the canned 
asparagus is fairly free from defects, a 
score of 21 to 24 points may be given. 
Canned asparagus that falls into this 
classification shall not be graded above 
U. S. Grade C or U. S. Standard, regard¬ 
less of the total score for the product 
(this is a limiting rule). “Fairly free 
from defects” means that not more than 
a trace of grit or silt may be present that 
affects the appearance or edibility of 
the product; that loose material may be 
present that does not seriously affect 
the appearance of the product; and that 
with respect to the following styles of 
canned asparagus: 

(1) Spears, tips, and points. There 
may be present with respect to green and 
green tipped types not more than 20 
percent, and with respect to green tipped 
and white and white types not more than 
30 percent, by count, of units with 
shattered heads, misshapen units, and 
poorly cut units, and damaged and seri¬ 
ously damaged units: Provided, That not 
more than 10 percent, by count, of the 
units may be seriously damaged, or one 
unit in a single container may be seri¬ 
ously damaged if such unit exceeds the 
allowance of 10 percent: Provided, That 
in all of the containers comprising the 
sample such damaged units do not ex¬ 


ceed an average of 10 percent, by count, 
of the total number of units. 

(2) Cut spears, bottom cuts or cuts — 
tips removed, and mixed. There may be 
present for the applicable style not more 
than 20 percent, by count, of units with 
shattered heads, misshapen units and 
poorly cut units, and damaged and seri¬ 
ously damaged units: Provided, That not 
more than 7 percent, by count, of all the 
units may be seriously damaged. 

(d) ( SStd .) classification. Canned 

asparagus that fails to meet the re¬ 
quirements of paragraph (c) of this sec¬ 
tion may be given a score of 0 to 20 points 
and shall not be graded above Sub¬ 
standard, regardless of the total score 
for the product (this is a limiting rule). 

§ 52.2555 Character —(a) General. 
The factor of character refers to the de¬ 
gree of development of the head and 
bracts and to the tenderness and texture 
of the unit. 

(1) “Well developed” means that the 
appearance of the head is not materially 
affected by a seedy appearance, and is 
practically compact. 

(2) “Fairly well developed” means 
that the head may show a seedy appear¬ 
ance over the surface of the head and 
the head and bracts may be elongated 
but not so developed or elongated as 
to give a definitely spread or branching 
appearance. 

(b) (A) classification. Canned aspar¬ 
agus that possesses a good character 
may be given a score of 34 to 40 points. 
“Good character” has the following 
meanings with respect to the following 
styles and types of canned asparagus: 

(1) Spears , tips, and points. Not less 
than 85 percent, by count, of the heads 
are well developed, and the remaining 
units are at least fairly well developed, 
and with respect to green and green 
tipped types not more than 10 percent, 
and with respect to green tipped and 
white and white types not more than 20 
percent, by count, of the units, or one 
unit in a container if such unit exceeds 
the allowances provided for the respec¬ 
tive type, may be tough. 

(2) Cut spears and mixed. Not less 
than 50 percent, by count, of the heads 
are well developed, and the remainder 
are at least fairly w r ell developed, and 
with respect to green and green tipped 
types not more than 10 percent, and with 
respect to green tipped and white and 
wiiite types not more than 20 percent, by 
count, of the units may be tough. 

(3) Bottom cuts or cuts—tips re¬ 
moved. With respect to green and green 
tipped types not more than 10 percent, 
and with respect to green tipped and 
white and white types not more than 
33 Vi percent, by count, of the units may 
be tough. 

(c) (C) classification. If the canned 
asparagus possesses a fairly good char¬ 
acter, a score of 28 to 33 points may be 
given. Canned asparagus that falls into 
this classification shall not be graded 
above V. S. Grade C or U. S. Standard, 
regardless of the total score for the prod¬ 
uct (this is a limiting rule). “Fairly 
good character” has the following mean¬ 
ings with respect to the following styles 
and types of canned asparagus: 
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RULES AND REGULATIONS 


(1) Spears, tips, and points. Not less 
than 90 percent, by count, of the heads 
are at least fairly well developed, and 
the remaining units may fail to meet the 
requirements for fairly well developed 
heads, and with respect to green and 
green tipped types not more than 25 
percent, and with respect to green tipped 
and white and white types not more 
than 50 percent, by count, of the units 
may be tough. 

<2> Cut spears and mixed. Not less 
than 90 percent, by count, of all the 
heads are at least fairly well developed, 
and the remainder may fail to meet the 
requirements for fairly well developed 
heads, and with respect to green and 
green tipped types not more than 25 per¬ 
cent, and with respect to green tipped 
and white and white types not more than 
50 percent, by count, of the units may be 
tough. 

(3) Bottom cuts or cuts—tips removed. 
With respect to green and green tipped 
types not more than 25 percent, and with 
respect to green tipped and white and 
white types not more than 50 percent, 
by count, of the units may be tough. 

<d> (SStd.) classification. Canned 
asparagus that fails to meet the require¬ 
ments of paragraph (c> of this section 
may be given a score of 0 to 27 points 
and shall not be graded above Substand¬ 
ard, regardless of the total score for the 
product (this is a limiting rule). 

DEFINITIONS AND EXPLANATIONS 

§ 52.2556 Definitions and explana¬ 
tions of terms —(a) Head. Head in cut 
spears means the tip and which has been 
cut from an asparagus shoot which is % 
inch or more in length with respect to 
the green type and which is % inch or 
more length with respect to green tipped 
and white and white types, or the upper 
portion of a spear which possesses a sub¬ 
stantial amount of head material which 
has been cut from near the tip end and 
whicl} is approximately the same length 
as the other cut units. 

<b) Unit. Unit means any individual 
portion of an asparagus shoot % inch or 
more in length in canned asparagus. 

(c) Percent, by count, of heads. Per¬ 
cent, by count, of heads means the per¬ 
cent determined by averaging the 
percent, by count, of heads in all of the 
containers comprising the sample. 

<d) Tough unit —(1) Spears, tips, and 
points. Tough unit means a unit which 
is not cut through in 5 seconds or less 
when tested by means of the fiberometer 
and which possesses fibrous material 
which is materially objectionable upon 
eating. When tested by means of the 
fiberometer the test is made at a point 1 
inch from the cut end with respect to 
the green type and at a point 1 V 2 inches 
from the cut end with respect to the 
green tipped type, and at the midpoint 
of the unit with respect to the green 
tipped and white and white types. 

(2) Cut spears, bottom cuts or cuts — 
tips removed, and mixed, containing cut 
spears. and bottom cuts or cuts—tips 
removed. Tough unit means a unit 
which possesses fibrous material which 
is materially objectionable upon eating. 

(e) Asparagus fiberometer. The cut¬ 
ting wire of the fiberometer shall be 


0.031 inch diameter stainless steel wire 
and is mounted in a metal frame having 
an overall weight of 3 pounds avoirdu¬ 
pois. The slots in the block supporting 
the asparagus unit to be tested shall be 
not less than 0.039 inch nor more than 
0.042 inch in width. 

LOT CERTIFICATION TOLERANCES 

§ 52.2557 Tolerances for certification 
of officially drawn samples, (a) When 
certifying samples that have been offi¬ 
cially drawn and which represent a spe¬ 
cific lot of canned asparagus the grade 
for such lot will be determined by aver¬ 
aging the total scores of the containers 
comprising the sample, if (1) such con¬ 
tainers meet all of the applicable grade 
requirements of the factors of quality 
that are not rated by score points, (2) all 
containers comprising the sample meet 
all applicable standards of quality pro¬ 
mulgated under the Federal Food. DrUg, 
and Cosmetic Act and in effect at the 
time of the aforesaid certification, and 

(3) with respect to those factors which 
are rated by score points: 

(i) Not more than one-sixth of the 
containers fails to meet the grade indi¬ 
cated by the average of such total 
scores; 

(ii) None of the containers falls more 
than 4 points below the minimum score 
for the grade indicated by the average 
of such total scores; * 

(iii) None of the containers falls more 
than one grade below the grade indi¬ 
cated by the average of such total scores; 
and 

(iv) The average score of all contain¬ 
ers for any factor subject to a limiting 
rule is within the score range of that 
factor for the grade indicated by the 
average of the total scores of the con¬ 
tainers comprising the sample. 


§ 52.2568 
paragus. 


SCORE SHEET 

Score sheet for canned as - 


Number, sire, and kind of container... 

1-abcl. .. . 

Container mark or identification. 

Net weight (ounces).. 

Vacuum (Inches). .. 

Drained weight (ounces). . 

Typo. 

Style . 

Sixe or sites (S|**ars, tips, amj points). 

Length of cut.. .... 

Heads (ait) (percent, by count). . 


Factors 

Score points 

Liquor . 

10 

1(A) 9-10 

UC) 7-8 

Color. 

20 

|{SStd.) * 0-0 
1(A) 17-20 

((C) 14-16 

Defects. 

30 

l(SStd.) * 0-13 
((A) 2.W0 

((C) * 21-24 

Character. 

40 

l(88t&) 1 0-20 

|(A) 34-40 

{(C) ‘28-33 

Total score . .. 

100 

l(SStd.) ‘0-27 




Flavor (A, C, or SStd.) 
Grade.. 


* Indicates limiting rule. 

The United States Standards for 
Grades of Canned Asparagus (which is 
the fifth issue) contained in this subpart 
shall become effective 30 days after pub¬ 


lication hereof in the Federal Register, 
and will thereupon supersede the United 
States Standards for Grades of Canned 
Asparagus which have been in effect 
since May 1,1945. 

Dated: February 6.1957. 

[seal] *“Roy W. Lennartson. 

Deputy Administrator, 
Marketing Services. 

IF. R. Doc. 57-1017; Filed, Feb. 8. 1957; 
8:50 a. m.J 


Chapter IX—Agricultural Marketing 
Service (Marketing Agreements and 
Orders), Department of Agriculture 

Subchapter A—Marketing Orders 

(Navel Orange Reg. 104, Arndt. 11 

Part 914 —Navel Oranges Grown in Ari¬ 
zona and Designated Part of California 

LIMITATION OF HANDLING 

Findings. (1) Pursuant to the mar¬ 
keting agreement, as amen ded, and 
Order No. 14, as amended (7 CFR Part 
914; 21 F. R. 4707). regulating the han¬ 
dling of navel oranges grown in Arizona 
and designated part of California, effec¬ 
tive September 22. 1953, under the appli¬ 
cable provisions of the Agricultural 
Marketing Agreement Act of 1937. as 
amended (7 U. S. C. 601 et seq.; 68 Stat. 
906, 1047), and upon the basis of the 
recommendation and information sub¬ 
mitted by the Navel Orange Administra¬ 
tive Committee, established under the 
said amended marketing agreement and 
order, and upon other available infor¬ 
mation, it is hereby found that the limi¬ 
tation of handling of such navel oranges, 
as hereinafter provided, will tend to 
effectuate the declared policy of the act 
(2) It is hereby further found that it 
is impracticable and contrary to the pub¬ 
lic interest to give preliminary notice, 
engage in public rule-making procedure, 
and postpone the effective date of this 
amendment until 30 days after publica¬ 
tion thereof in the Federal Register (60 
Stat. 237; 5 U. S. C. 1001 et seq.) because 
the time intervening between the date 
when information upon which this 
amendment is based became available 
and the time when this amendment must 
become effective in order to effectuate 
the declared policy of the act is insuf¬ 
ficient, and this amendment relieves re¬ 
strictions on the handling of navel 
oranges grown in Arizona and designated 
part of California. 

Order, as amended. The provisions in 
paragraph (b) (1) (i) and (ii> of 

§ 914.404 (Navel Orange Regulation 104. 
22 F. R. 695) are hereby amended to 
read as follows: 

<i> District 1: 600.600 cartons: 

(ii) District 2: 346,500 cartons. 

(Sec. 5, 49 Stat. 753, as amended; 7 U. S. C. 
608c) 

Dated: February 6.1957. 

[SEALl S. R. SMITH 

Director . Fruit and Vegetable 
Division, Agricultural Mar* 
keting Service. 

(F. R. Doc. 57-1009; Filed, Feb. 8 , 19* 7 ' 
8:49 a. m.J 
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Subchapter B—Prohibition of Imported 
Commodities 

Part 1065— Tomatoes 

IMPORT RESTRICTIONS 

Pursuant to the requirement contained 
in section 8e of the Agricultural Mar¬ 
keting Agreement Act of 1937, as amend¬ 
ed 1 48 Stat. 31, as amended; 7 U. S. C. 
601 et seq.; 68 Stat. 906. 1047), the fol¬ 
lowing restrictions are hereby imposed 
on all importations of tomatoes into the 
United States: 

§ 1065.2 Tomato Regulation No. 2— 
(a) Import restrictions. During the pe¬ 
riod from February 14, 1957, to fcfarch 
9,1957. both dates inclusive, and subject 
to Part 1060 of this subchapter (19 F. R. 
7707.80 12) applicable to the importation 
of listed commodities and the require¬ 
ments of this section, no person shall 
import: 

(1) Any tomatoes which are “turning” 
or of greater maturity unless such toma¬ 
toes are of a diameter greater than 2 Ye 
inches, and meet the requirements of 85 
percent U. S. No. 1, or better, grade; or 

(2> Any tomatoes which are of less 
maturity than “turning” unless such to¬ 
matoes are of a diameter greater than 
2% inches and meet the requirements 
of U. S. Combination, or better, grade 
except that tomatoes of less maturity 
than “turning” which are of a diameter 
greater than 2% 2 inches may be handled 
if they meet the requirements of the 
U. S. No. 2, or better, grade. 

(b> Lot classification. For purposes 
of this regulation, any lot of tomatoes 
containing more than ten (10) percent 
of “turning” tomatoes shall be classified 
as “turning” tomatoes. 

(c) Minimum quantities. Any impor¬ 
tation which, in the aggregate, does not 
exceed 300 pounds may be imported 
without regard to the provisions of para¬ 
graph (a) of this section. 

(d) Plant quarantine. No provisions 
of this section shall supersede the re¬ 
strictions or prohibitions on tomatoes 
under the Plant Quarantine Act of 1912. 

(e) Inspection and certification . (1) 

The Federal or the Federal-State In¬ 
spection Service, Fruit and Vegetable 
Division, Agricultural Marketing Serv¬ 
ice, United States Department of Agri¬ 
culture, is hereby designated, pursuant 
to § 1060.4 (a) of this subchapter, as the 
governmental inspection service for the 
purpose of certifying the grade, size, 
quality, and maturity of tomatoes that 
are imported, or to be imported into the 
United States under the provisions of 
section 8e of the act. 

(2) Inspection and certification by 
the Federal or the Federal-State Inspec¬ 
tion Service of each lot of imported to¬ 
matoes is required pursuant to § 1060.3 
of tliis subchapter and this section. 
Each such lot shall be made available 
and accessible for inspection. Such in¬ 
spection and certification will be made 
available in accordance with the rules 
and regulations governing inspection and 
certification of fresh fruits, vegetables, 
and other products (Part 5 of this title; 
21 F. R. 9553). Since inspectors may 
hot be stationed in the immediate vi¬ 
cinity of some smaller ports of entry. 


importers of uninspected and uncerti¬ 
fied tomatoes should make advance ar¬ 
rangements for inspection by ascertain¬ 
ing whether or not there is an inspector 
located at their particular port of entt-y. 
For all ports of entry where an inspec¬ 
tion office is not located, each importer 
must give the specified advance notice 
to the applicable office listed below prior 
to the time the tomatoes will be imported. 

Ports; Office; Advance Notice 

All Texas points: W. T. McNabb. 222 Mc¬ 
Clendon Building. 305 East Jackson Street, P. 

O. Box 111, Harlingen, Tex. (Tel. Garfield 
3-5644); 1 day. 

All Arizona points; R. H. Bertelson, Room 
202, Trust Building. 305 American Avenue. 

P. O. Box 1646, Nogales, Arlz. (Tel. 484); 1 
day. 

All California points; Carley D. Williams. 
284 Wholesale Terminal Building. 784 South 
Central Avenue, Los Angeles 21, Calif. (Tel. 
Vandike 8756); 3 days. 

All Florida points; Lloyd W. Boney, Room 4. 
Dade County Growers Market, 1200 Northwest 
21st Terrace. Miami .42, Fla. (Tel. Franklin 
1-6932):3 days. 

All other points; E. E. Conklin. Chief, 
Fresh Products Standardization and Inspec¬ 
tion Branch. Fruit and Vegetable Division, 
AMS United States Department of Agricul¬ 
ture. Washington 25, D. C. (Tel. Republic 
7-4142 Ext. 5870); 3 days. 

(3) Inspection certificates shall cover 
only the quantity of tomatoes that is 
being imported at a particular port of 
entry by a particular importer. 

(4) The inspections performed, and 
certificates issued, by the Federal or Fed¬ 
eral-State Inspection Service shall be in 
accordance with the rules and regula¬ 
tions of the Department governing the 
inspection and certification of fresh 
fruits, vegetables, and other products 
(Part 51 of this title). The cost of any 
inspection and certification shall be 
borne by the applicant therefor. 

(5) Each inspection certificate issued 
with respect to any tomatoes to be im¬ 
ported into the United States shall set 
forth, among other things: 

(i) The date and place of inspection; 

(ii) The name of the shipper, or ap¬ 
plicant ; 

(iii) The name of the importer (con¬ 
signee) ; 

(iv) The commodity inspected; 

(v) The quantity of the commodity 
covered by the certificate; 

(vi) The principal identifying marks 
on the containers; 

(vii) The railroad car initials and 
number, the truck and trailer license 
number, the name of the vessel, or other 
identification of the shipment; and 

(viii) The following statement, if the 
facts warrant: Meets U. S. Import re¬ 
quirements under section 8e of the Agri¬ 
cultural Marketing Agreement Act of 
1937. 

(6) The following shipping point tol¬ 
erances. applicable to the U. S. No. 1, 
the U. S. Combination, and the U. S. No. 
2 grades, respectively, shall apply to all 
inspections performed on tomatoes prior 
to or upon entry into the United States: 

(i) U. S. No. 1. “At shipping point 
(or in shipments from points outside the 
continental United States when in¬ 
spected at points of entry) not more 
than a total of 10 percent, by count, for 


tomatoes in any lot which fail to meet 
the requirements of this grade: Pro¬ 
vided , That not more than one-half of 
this amount, or 5 percent, shall be al¬ 
lowed for defects causing very serious 
damage, and including in this latter 
amount not more than 1 percent for to¬ 
matoes which are soft or affected by 
decay”; 

(ii) U. S. Combination: “At shipping 
point (or in shipments from points out¬ 
side the continental United States when 
inspected at points of entry) not more 
than a total of 10 percent, by count, for 
tomatoes in any lot which fail to meet 
the requirements of the U. S. No. 2 grade: 
Provided , That not more than one-tenth 
of this amount, or 1 percent, shall be 
allowed for tomatoes which are soft or 
affected by decay;” and 

(iii) U. S. No. 2. “At shipping point 
(or in shipments from points outside the 
continental United States when in¬ 
spected at points of entry) not more 
than a total of 10 percent, by count, for 
tomatoes in any lot which fail to meet 
the requirements of this grade: Provided . 
That not more than one-tenth of this 
amount, or 1 percent, shall be allowed 
for tomatoes which are soft or affected 
by decay/' 

(f) Definitions. (1) The terms “U. S. 
No. 1”, “U. S. Combination”, “U. S. No. 
2”, and “turning” shall have the same 
meaning assigned these terms in the 
United States Standards for Fresh To¬ 
matoes (21 F. R. 9559). “Turning” 
means that there is at least a definite 
break in color to yellow or pink at the 
blossom end but not more than one-half 
of the surface, in the aggregate, is yellow 
or pink. 

(2) All other terms have the same 
meaning as when used in Part 1060 of 
this subchapter applicable to the im¬ 
portation of listed commodities. 

It is hereby found that it is imprac¬ 
ticable. unnecessary and contrary to the 
public interest to give preliminary notice, 
engage in public rule making procedure, 
and postpone the effective date of this 
regulation beyond that herein specified 
(5 U. S. C. 1001 et seq.) in that (i) the 
requirements established by this import 
regulation are issued pursuant to section 
8e of the Agricultural Marketing Agree¬ 
ment Act of 1937, as amended (48 Stat. 
31, as amended; 7 U. S. C. 601 et seq.; 68 
Stat. 906, 1047), which makes such reg¬ 
ulation mandatory; (ii) the same regula¬ 
tions will be in effect on February 7. 1957, 
on domestic shipments of tomatoes under 
Marketing Agreement No. 125 and Order 
No. 45 (7 CFR 945.303; 22 F. R. 757); 
(iii) compliance with this tomato import 
regulation should not require any special 
preparation by importers which cannot 
be completed by the effective date; (iv) 
notice hereof in excess of three days, the 
minimum that is prescribed by said sec¬ 
tion 8e, is given with respect to this 
tomato import regulation; (v) such no¬ 
tice is hereby determined, under the cir¬ 
cumstances, to be reasonable; and (vi), 
the regulations hereby established for 
tomatoes that may be imported into the 
United States are equivalent or compa¬ 
rable to those imposed upon domestic 
tomatoes under the aforesaid marketing 
agreement and order. 
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(Sec. 5, 49 Stat. 753, as amended; 7 U. S. C. 
608c. Interprets or applies Sec. 401, 68 Stat* 
906. 1047; 7 U. S. C. 608e) 

Dated: February 6, 1957. 

I seal 1 S. R. Smith. 

Director, Fruit and Vegetable 
Division, Agricultural Market¬ 
ing Service. 

|F. R. Doc. 57-1021 v Filed, Feb. 8. 1957; 
8:50 a. m.j 


[Navel Orange Reg. 1051 

Part 914— Navel Oranges Grown in 

Arizona and Designated Part of 

California 

LIMITATION OF HANDLING 

§ 914.405 Navel Orange Regulation 
105 —(a) Findings. (1) Pursuant to the 
marketing agreement, as amended, and 
Order No. 14, as amended (7 CFR Part 
914; 21 F. R. 4707), regulating the han¬ 
dling of navel oranges grown in Arizona 
and designated part of California, effec¬ 
tive September 22, 1953, under the appli¬ 
cable provisions of the Agricultural Mar¬ 
keting Agreement Act of 1937, as 
amended (7 U. S. C. 601 et seq.; 68 Stat. 
906, 1047), and upon the basis of the 
recommendation and information sub¬ 
mitted by the Navel Orange Administra¬ 
tive Committee, established under the 
said amended marketing agreement and 
order, and upon other available informa¬ 
tion, it is hereby found that the limita¬ 
tion of handling of such navel oranges, 
as hereinafter provided, will tend to 
effectuate the declared policy of the act. 

(2) It is hereby further found that it 
is impracticable and contrary to the 
public interest to give preliminary notice, 
engage in public rule making procedure, 
and postpone the effective date of this 
section until 30 days after publication 
thereof in the Federal Register (60 Stat. 
237; 5 U. S. C. 1001 et seq.) because the 
time intervening between the date when 
information upon which this section is 
based became available and the time 
when this, section must become effective 
in order to effectuate the declared policy 
of the act is insufficient, and a reason¬ 
able time is permitted, under the circum¬ 
stances, for preparation for such effec¬ 
tive time; and good cause exists for 
making the provisions hereof effective 
as hereinafter set forth. The Navel 
Orange Administrative Committee held 
an open meeting on February 7, 1957, 
after giving due notice thereof, to con¬ 
sider supply and market conditions for 
navel oranges and the need for regula¬ 
tion; interested persons were afforded 
an opportunity to submit information 
and views at this meeting; the recom¬ 
mendation and supporting information 
for regulation during the period specified 
herein were promptly submitted to the 
Department after such meeting was 
held; the provisions of this section, in¬ 
cluding its effective time, are identical 
with the aforesaid recommendation of 
the committee, and information con¬ 
cerning such provisions and effective 
time has been disseminated among han¬ 
dlers of such navel oranges; it is neces¬ 
sary, in order to effectuate the declared 
policy of the act, to make this section 
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effective during the period herein speci¬ 
fied; and compliance with this section 
will not require any special preparation 
on the part of persons subject thereto 
which cannot be completed on or before 
the effective date hereof. 

(b) Order. (1) The quantity of navel 
oranges grown in Arizona and desig¬ 
nated part of California which may be 
handled during the period beginning at 
12:01 a. m., P. s. t„ February 10, 1957, 
and ending at 12:01 a. m., P. s. t.. Febru¬ 
ary 17, 1957, is hereby fixed as follows: 

<i) District 1: 508,200 cartons; 

(ii) District 2: 415.800 cartons; 

(iii) District 3: Unlimited movement: 

(iv) District 4: Unlimited movement. 

(2) All navel oranges handled during 
the period specified in this section are 
subject also to all applicable size restric¬ 
tions which are in effect pursuant to 
this part during such period. 

(3) As used in this section, “handled," 
“District 1“ “District 2.“ “District 3," 
“District 4," and “carton” have the same 
meaning as when used in said amended 
marketing agreement and order. 

(Sec. 5, 49 Stat. 753, as amended; 7 U. S. C. 
608c) 

Dated: February 8,1957. 

[sealI S. R. Smith. 

Director , Fruit and Vegetable 
Division, Agricultural Mar¬ 
keting Service. 

[F. R. Doc. 57-1087; Filed, Feb. 8, 1957; 

11:41 a. m.j 


Part 945— Tomatoes Grown in Florida 
limitation of shipments 

Editorial Note: In Federal Register 
Document 57-918. published at page 757 
of the issue for Thursday, February 7, 
1957, “§ 945.302” should be designated 
“§ 945.303”. 


[Lemon Reg. 673[ 

Part 953— Lemons Grown in California 
and Arizona 

limitation of shipments 

§ 953.780 Lemon Regulation 673 —(a) 
Findings. (1) Pursuant to the market¬ 
ing agreement, as amended, and Order 
No. 53, as amended (7 CFR Part 953; 20 
F. R. 8451; 21 F. R. 4393), regulating the 
handling of lemons grown in the State 
of California or in the State of Arizona, 
effective under the applicable provisions 
of the Agricultural Marketing Agreement 
Act of 1937, as amended (7 U. S. C. 601 
et seq.; 68 Stat. 906, 1047), and upon the 
basis of the recommendation and in¬ 
formation submitted by the Lemon Ad¬ 
ministrative Committee, established 
under the said amended marketing 
agreement and order, and upon other 
available information, it is hereby found 
that the limitation of the quantity of 
such lemons which may be handled, as 
hereinafter provided, will tend to effec¬ 
tuate the declared policy of the act. 

(2) It is hereby further found that it 
is impracticable and contrary to the 
public interest to give preliminary notice, 
engage in public rule making procedure, 


and postpone the effective date of this 
section until 30 days after publication 
thereof in the Federal Register (60 Stat. 
237; 5 U. S. C. 1001 et seq.) because the 
time intervening between the date when 
information upon which this section 
is based became available and the time 
when this section must become effec¬ 
tive in order to effectuate the declared 
policy of the act is insufficient, and a 
reasonable time is permitted, under the 
circumstances, for preparation for such 
effective time: and good cause exists for 
making the provisions hereof effective as 
hereinafter set forth. Shipments of 
lemons, grown in the State of California 
or in the State of Arizona, are currently 
subject to regulation pursuant to said 
amended marketing agreement and 
order; the recommendation and support¬ 
ing information for regulation during 
the period specified herein were promptly 
submitted to the Department after an 
open meeting of the Lemon Administra¬ 
tive Committee on February 6, 1957; 
such meeting was held, after giving due 
notice thereof to consider recommenda¬ 
tions for regulation, and interested per¬ 
sons were afforded an opportunity to 
submit their views at this meeting: the 
provisions of this section, including 
its effective time, are identical with the 
aforesaid recommendation of the com¬ 
mittee, and information concerning such 
provisions and effective time has been 
disseminated among handlers of such 
lemons; it is necessary, in order to effec¬ 
tuate the declared policy of the act. to 
make this section effective during the 
period hereinafter specified; and com¬ 
pliance with this section will not require 
any special preparation on the part of 
persons subject thereto which cannot be 
completed by the effective time thereof. 

(b) Order. (1) The quantity of lem¬ 
ons grown in the State of California or 
in the State of Arizona which may be 
handled during the period beginning at 
12:01 a. m., P. s. t., February 10. 1957, 
and ending at 12:01 a. m., P. s. t., Feb¬ 
ruary 17. 1957, is hereby fixed as follows: 

(1) District 1: 13,950 cartons; 

(ii) District 2: 162,750 cartons; 

(iii) District 3: Unlimited movement. 

(2) As used in this section, “handled,” 
“District 1.” “District 2.” “District 3.” 
and “carton” have the same meaning as 
when used in the said amended market¬ 
ing agreement and order. 

(Sec. 5. 49 Stat. 753. as amended; 7 U. S. C. 
608c) 

Dated: February 7, 1957. 

[seal 1 S. R. Smith. 

Director, Fruit and Vegetable 
Division, Agricultural Mar¬ 
keting Service. 

[F. R. Doc. 57-1068; Filed, Feb. 8. 1957; 

' 8:56 a. m.j 


[957.315, Amdt. 2] 

Part 957— Irish Potatoes Grown in 
Certain Designated Counties in Idaho 
and Malheur County, Oregon 

limitation of shipments 

Findings, (a) Pursuant to Marketing 
Agreement No. 98 and Order No. 57, as 
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amended (7 CFR Part 957), regulating 
the handling of Irish potatoes grown in 
certain designated counties in Idaho and 
Malheur County. Oregon, effective under 
the applicable provisions of the Agricul¬ 
tural Marketing Agreement Act of 1937, 
as amended (48 Stat. 31, as amended; 7 
U. S. C. 601 et seq.), and upon the basis 
of the recommendation and information 
submitted by the Idaho-Eastern Oregon 
Potato Committee, established pursuant 
to said marketing agreement and order 
as amended, and upon other available 
information, it is hereby found that the 
amendment to the limitation of ship¬ 
ments. as hereinafter provided, will tend 
to effectuate the declared policy of the 

(b) It is hereby found that it is im¬ 
practicable and contrary to the public 
interest to give preliminary notice, en¬ 
gage in public rule making procedure, 
and postpone the effective date of this 
amendment until 30 days after publica¬ 
tion in the Federal Register (5 U. S. C. 
1001 et seq.) in that (i) the time inter¬ 
vening between the date when informa¬ 
tion upon which this amendment is 
based became available and the time 
when this amendment must become 
effective in order to effectuate the de¬ 
clared policy of the act is insufficient, 

(ii) more orderly marketing in the public 
interest, than would otherwise prevail, 
will be promoted by regulating the ship¬ 
ment of potatoes, in the manner set 
forth below, on and after the effective 
date of this amendment, (Hi) compliance 
with this amendment will not require 
any special preparation on the part of 
handlers which cannot be completed by 
the effective date, (iv) reasonable time 
is permitted, under the circumstances, 
for such preparation, and (v) informa¬ 
tion regarding the committee’s recom¬ 
mendations has been made available to 
producers and handlers in the produc¬ 
tion area. 

Order, as amended. The provisions 
of paragraph (b) (1) and (5) of 

5 957.315, as amended, (21 F. R. 7480, 
9165) are hereby amended to read as 

follows: 

(1) During the period from February 
11, 1957, to May 31, 1957, both dates 
inclusive, no handler shall ship potatoes 
of any variety unless such potatoes are 
generally "fairly clean", which means 
that at least 90 percent of such potatoes 
are "fairly clean", and in addition 

<i) If they are of the Kennebec vari¬ 
ety such potatoes meet the requirements 
of U. S. No. 2, or better, grade, 2 inches 
minimum diameter or 4 ounces minimum 

weight, 

(ii) If they are of the red skinned 
varieties, such potatoes meet the require¬ 
ments of the U. S. No. 2, or better grade, 
l 7 a inches minimum diameter, and 

(iii) If they are of any other variety, 
such potatoes (a) meet the requirements 
of the U. S. No. 2, or better, grade, 6 
ounces minimum weight, or (b) meet the 
requirements of the U. S. No. 1, or better, 
grade. Size A, 2 inches minimum diame¬ 
ter or 4 ounces minimum weight, 

as such terms, grades, and sizes are de¬ 
fined in the United States Standards for 
Potatoes (§§ 51.1540 through 51.1559 of 


this title), including the tolerances set 
forth therein. 

* * • • • 

(5) The limitations set forth in sub- 
paragraphs (1) and (2) of this para¬ 
graph shall not be applicable to 
shipments of potatoes for the following 
purposes: (i) As certified seed potatoes; 
(ii) export: Provided, That no handler 
shall ship potatoes for export which do 
not meet the requirements of the U. S. 
No. 2, or better grade. 1% inches mini¬ 
mum diameter; (Hi) canning, freezing, 
dehydration or manufacture or conver¬ 
sion into starch, flour, meal, or alcohol; 

(iv) charity; and (v) potato chipping: 
Provided, That shipments of potatoes 
for potato chipping shaU meet the re¬ 
quirements of U. S. No. 2, or better grade, 
2 inches minimum diameter or 4 ounces 
minimum weight. 

(Sec. 5, 49 Stat. 753, as amended; 7 U. S. C. 
608c) 

Dated: February 6, 1957, to become 
effective February 11, 1957. 

[seal! S. R. Smith, 

Director, 

Fruit and Vegetable Division. 

IF. R. Doc. 57-1055; Filed, Feb. 8. 1957; 

8:56 a. m.| 


TITLE 9—ANIMALS AND 
ANIMAL PRODUCTS 

Chapter I—Agricultural Research 

Service, Department of Agriculture 

Subchapter C— Interstate Transportation of 
Animals and Poultry 

[B. A. I. Order 309. Arndt. 121 

Part 73— Scabies in Cattle 

AREAS QUARANTINE? BECAUSE OF SCABIES 

Pursuant to the provisions of sections 
1 and 3 of the act of March 3, 1905, as 
amended (21 U. S. C. 123, 125), sections 
1 and 2 of the act of February 2, 1903, as 
amended (21 U. S. C. 111-113, 120), and 
section 7 of the act of May 29. 1884, 
as amended (21 U. S. C. 117), § 73.0 of 
Part 73, as amended, Subchapter C, 
Chapter I, Title 9, Code of Federal Regu¬ 
lations (21 F. R. 9244, 10265. 10471), is 
hereby further amended to read as 
follows: 

§ 73.0 Notice and quarantine. Notice 
is hereby given that cattle in Colorado 
are affected with scabies, a contagious, 
infectious, and communicable disease, 
and Bent, Crowley, Las Animas, Otero, 
and Prowers Counties are hereby quar¬ 
antined because of said disease. 

Effective date. The foregoing amend¬ 
ment shall become effective upon issu¬ 
ance. 

The amendment includes Prowers 
County, Colorado, within the areas quar¬ 
antined because of scabies in cattle. 
Part 73, as amended, Subchapter C, 
Chapter I, Title 9, Code of Federal Regu¬ 
lations, contains the regulations per¬ 
taining to the interstate movement of 
cattle from such quarantined areas. 

The amendment imposes certain fur¬ 
ther restrictions necessary to prevent the 
spread of scabies in cattle, and must be 
made effective immediately to accomplish 


its purpose in the pubhc interest. Ac¬ 
cordingly, under section 4 of the Ad¬ 
ministrative Procedure Act (5 U. S. C. 
1003), it is found upon good cause that 
notice and other public procedure with 
respect to the amendment are impracti¬ 
cable and contrary to the pubhc interest, 
and good cause is found for making the 
amendment effective less than 30 days 
after publication in the Federal 
Register. 

(Sec. 7, 23 Stat. 32, as amended, secs. 1. 2, 
32 Stat. 791-792, as amended, sec. 1. 3, 33 
Stat. 1264, as amended, 1265, as amended; 21 
U. S. C. 111-113, 117,120, 123, 125) 

Done at Washington, D. C. this 5th day 
of February 1957. 

I seal 1 M. R. Clarkson, 

Acting Administrator, 
Agricultural Research Service. 

[F. R. Doc. 57-1023; Filed, Feb. 8, 1957; 
8:51 a. m.| 


TITLE 14—CIVIL AVIATION 

Chapter I—Civil Aeronautics Board 

(ClvU Air Regs., Arndt. 43-4] 

Part 43— General Operation Rules 

VFR MIN I MUMS WITHIN A CONTROL ZONE 
FOR FLIGHTS ISSUED A TRAFFIC CLEARANCE 

Adopted by the Civil Aeronautics 
Board at its office in Washington, D. C. f 
on the 6th day of February 1957. 

Part 60 of the Civil Air Regulations 
contains the air traffic rules governing 
the operation of aircraft. Section 60.31 
currently authorizes air traffic control 
to permit flight within a control zone 
when the flight and ground visibiUty are 
below the specified three-mile minimum. 
This provision was intended to permit 
a pilot to fly from a control zone to an 
area outside of controlled airspace in 
which the visibHity minimum for VFR 
flight is one mile. Part 43 prohibits a 
pilot from flying an aircraft under in¬ 
strument flight rules unless he holds 
a valid instrument rating issued by the 
Administrator and unless he satisfies 
certain recent flight experience require¬ 
ments. 

It has come to the Board’s attention 
that some pilots who are not rated to 
fly their aircraft solely by reference to 
instruments were obtaining a traffic 
clearance and flying through solid over¬ 
cast or in conditions of restricted visibil¬ 
ity and, consequently, were a hazard to 
themselves and others. In order to 
clarify the Board’s intention that such 
flights not be conducted, certain amend¬ 
ments to the Civil Air Regulations were 
proposed in Draft Release 56-7, (21 F. R. 
1748) "VFR minimums within a Control 
Zone for Flights Issued a Traffic Clear¬ 
ance." The foregoing draft release pro¬ 
posed to establish in Part 60 spe cific 
weather minimums below which VFR 
flight could not be conducted. In addi¬ 
tion, amendments to §§ 43.65 and 43.68 
(d) of Part 43 were proposed to make 
it clear that these sections are intended 
to prohibit a non-instrument-rated pilot, 
as well as an instrument-rated pilot who 
has not met the recent experience re¬ 
quirements for instrument flight, from 
operating aircraft in weather conditions 
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below the minimums prescribed in Part 
60 for VFR flight. 

Interested persons have been afforded 
an opportunity to participate in the 
making of these amendments (21 F. R. 
1748>, and due consideration has been 
given to all relevant matters. 

In consideration of the foregoing, the 
Civil Aeronautics Board hereby amends 
Part 43 of the Civil Air Regulations (14 
CFR Part 43, as amended) effective 
March 15,1957. 

1. By amending § 43.65 to read as 
follows: 

§ 43.65 Instrument flight limitations. 
No person shall pilot an aircraft under 
instrument flight rules or in weather 
conditions less than the minimums pre¬ 
scribed for flight under visual flight 
rules unless he holds a currently effec¬ 
tive instrument rating issued by the 
Administrator. 

2. By amending the first sentence of 
paragraph (d) of § 43.68 by inserting 
after the word “rules 0 and before the 
word “unless” the words “or in weather 
conditions less than the minimums pre¬ 
scribed for flight under visual flight 
rules”. 

(Sec. 205, 52 Stat. 984. 49 U. S. C. 425. In¬ 
terprets or applies secs. 601, 602. 610. 52 Stat. 
1007, 1008. 1012, as amended; 49 U. S. C. 551, 
552, 560) 

By the Civil Aeronautics Board. 

[seal] M. C. Mulligan, 

Secretary. 

[P. R. Doc. 57-1053; Piled, Feb. 8, 1957; 

13:52 a. m.J 


[Civil Air Regs.. Arndt. 60-2] 

Part 60—Air Traffic Rules 

VISUAL FLIGHT RULE (VFR) MINIMUMS 
WITHIN CONTROL ZONES FOR FLIGHTS 
WITH TRAFFIC CLEARANCE, AND SPEED CON¬ 
TROL AND COMMUNICATION RULES IN HIGH 
DENSITY AIR TRAFFIC ZONES 

Adopted by the Civil Aeronautics 
Board at its office in Washington, D. C. # 
on the 6th day of February 1957. 

Part 60 of the Civil Air Regulations 
contains the visibility and distance from 
cloud minimums for VFR flights within 
a control zone. Where a traffic clearance 
has been issued, an aircraft may be oper¬ 
ated at lower minimums than when one 
is not issued; however, current regula¬ 
tions do not specify what the reduced 
visibility and distance from cloud mini¬ 
mums shall be when such air traffic 
clearance is issued. The Board proposed 
to clarify this situation in Draft Release 
56-7 (21 F. R. 1748). 

The requirements of Part 60 for VFR 
flights in control zones do not distinguish 
between control zones of varying traffic 
densities. In order to determine whether 
special limitations should be applied in 
Part 60 for areas in the vicinity of air¬ 
ports having unusually high traffic den¬ 
sities, Special Civil Air Regulation SR- 
408A was promulgated by the Board. 
This special regulation delegated to the 
Administrator sufficient authority to per¬ 
mit him to designate a “high density air 
traffic zone” in the Washington, D. C. 


area and to establish special operating 
rules in the zone on a temporary basis. 
These special rules were designed to fa¬ 
cilitate movement of traffic in the zone 
under VFR conditions in a safer and 
more efficient manner. SR-408A termi¬ 
nated on July 31, 1956. As a result of the 
experience gained under SR-408A, a 
notice of proposed rule making was pub¬ 
lished as Draft Release 56-22 (21 F. R. 
6302), “Speed Control and Communica¬ 
tion Rules for Certain High Density Air¬ 
ports,” which contained proposals for the 
addition to Part 60 of certain provisions 
especially applicable to high density 
areas. 

Certain matters set forth in Draft Re¬ 
leases 56-7 and 56-22 were, pursuant to 
notice, the subject of oral argument be¬ 
fore the Board on January 14, 1957. 

The objective of Draft Release 56-7 
was to establish specific visibility and 
distance from cloud minimums below 
which VFR flight in a control zone would 
be prohibited. It was proposed to estab¬ 
lish one mile as the visibility minimum 
for a VFR flight in a control zone (one- 
half mile exception if the restriction to 
visibility were of a local nature) and to 
require that all VFR flights remain “clear 
of clouds.” 

The views expressed by the interested 
parties, both in written comment and 
oral argument, varied from the belief 
that the weather minimums proposed by 
the Board were unnecessarily and unduly 
restrictive, particularly with respect to 
general aviation, to the belief that the 
Board’s proposal did not go far enough 
in the way of imposing restrictions on 
VFR flight within control zones. 

After careful consideration of all of 
the views expressed on this subject, the 
Board has concluded that with one minor 
exception the proposal as contained in 
Draft Release 56-7 is not unduly burden¬ 
some and is necessary in the interest of 
safety. In fact, the Board has already 
established by regulation the principle 
that in uncontrolled airspace a mini¬ 
mum of one-mile visibility is necessary 
in order that a VFR pilot may properly 
control the attitude and flight path of 
his aircraft by visual observation of the 
ground, and that he may be able to 
avoid collision with terrain or surface ob¬ 
stacles. The same objective is sought by 
the proposed visibility minimum in con¬ 
trol zones. 

The Board also proposed to prescribe 
a visibility minimum for helicopter op¬ 
erations. However, upon evaluation of 
the views expressed in regard to this pro¬ 
posal, the excellent safety record of heli¬ 
copter operations, and the unique flight 
characteristics of helicopters, the Board 
is of the opinion that safety considera¬ 
tions do not require the application of 
separate visibility minimums to heli¬ 
copters at this time. 

The objective of Draft Release 56-22, 
“Speed Control and Communication 
Rules for Certain High Density Air¬ 
ports,” was to delegate to the Adminis¬ 
trator the authority to designate a High 
Density Air Traffic Zone in which a speed 
limit and two-way radio communica¬ 
tions would be required. 

The comments made with respect to 
the proposed speed-limit rule indicated 
an almost unanimous agreement that 


such a rule would enhance the safety of 
flight operations in a high density zone. 

With respect to the two-way radio 
communication requirement, it is found 
that there is agreement on the need for 
a rapid exchange of intelligence between 
the airport traffic control tower and all 
pilots in order to accomplish a safe and 
efficient movement of traffic at a high 
density airport; however, there is a di¬ 
vergence of views as to the extent of the 
area in which the two-way radio require¬ 
ment would be applicable. It is the view 
of some that the communication require¬ 
ments should apply to the entire zone, 
while others believe the rule should 
apply only to those aircraft taking off or 
landing at the high density airport. It 
appeal's unlikely that the Administrator 
will be able to control all the VFR traffic 
within such a zone or, in fact, even 
handle effectively the volume of com¬ 
munications which such requirement 
would create. Accordingly, it appears 
advisable at this time to require com¬ 
munication with the appropriate traffic 
control facility from aircraft engaged in 
VFR flight only when the pilot intends to 
take-off or land at or fly within the traffic 
pattern of designated airports within the 
high density zone. 

Interested persons have been afforded 
an opportunity to participate in the mak¬ 
ing of these amendments (21 F. R 1748 
and 21 F. R. 6302), and due considera¬ 
tion has been given to all relevant matter 
presented. 

In consideration of the foregoing, the 
Civil Aeronautics Board hereby amends 
Part 60 of the Civil Air Regulations (14 
CFR Part 60 as amended) effective 
March 15, 1957. 

1. By amending § 60.18 by adding a 
new paragraph (f) to read as follows: 

§ 60.18 Operation on and in the 
vicinity of an airport. • • • 

(f) High density air traffic zone. In 
any area not above 3,000 feet above the 
surface in which the Administrator finds 
that the volume of traffic is such as to 
adversely affect safety, he shall designate 
such airspace as a high density air traffic 
zone in which the following rules shall 
apply: 

(1) Speed. No person shall operate 
an aircraft within a high density air 
traffic zone at a speed in excess of 180 
mph or 160 knots indicated airspeed un¬ 
less operational limitations for a par¬ 
ticular aii-craft require greater air¬ 
speeds, in which case the aircraft shall 
not be flown in excess of the minimum 
speed consistent with the safe opera¬ 
tional limitations of the aircraft. 

(2) Communications requirements. 
No person shall take off or land an air¬ 
craft at or enter the traffic pattern of a 
designated high density airport unless 
radio communication with the appropri¬ 
ate air traffic control facility has been 
established: Provided , That an aircraft 
not equipped with functioning two-way 
radio may be operated to or from an 
airport located within the zone if P r * or 
authorization from the appropriate air¬ 
port traffic control tower has been given. 

2. By amending § 60.30 (a) (1) and (2) 
and by adding a note thereafter to read 
as follows: 
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§ 60.30 Ceiling and distance from 

clouds. • • • 

(a) Within control zones. (1) Un¬ 
less a clearance has been obtained from 
air traffic control, aircraft shall not be 
flown beneath the ceiling when the ceil¬ 
ing is less than 1,000 feet; or closer than 
500 feet vertically under, 1,000 feet verti¬ 
cally over, or 2,000 feet horizontally from 
any cloud formation. 

(2) When operating in accordance 
with a clearance issued by air traffic 
control, aircraft shall remain clear of 
clouds. - 

Note: With respect to this section, an air 
traffic clearance obtained under these pro¬ 
visions does not consitute authority for the 
pilot to deviate from § 60.17 or any other 
applicable provision of the Civil Air Regu¬ 
lations. 

3. By amending § 60.31 (a) and <b) to 
read as follows: 

5 60.31 Visibility— (a) Ground visi¬ 
bility within control zones. (1) Unless 
a clearance has been obtained from air 
traffic control, a pilot shall not take off 
or land an aircraft at an airport within 
a control zone or enter the traffic pat¬ 
ter of such an airport when the ground 
visability is less than 3 miles. 

(2) When operating in accordance 
with a clearance issued by air traffic con¬ 
trol, a pilot shall not take off or land an 
aircraft, other than a helicopter, at an 
airport when the ground visibility is less 
than one mile: Provided , That where 
a local surface restriction to visibility 
exists, such as smoke, dust, or blowing 
snow or sand, the minimum visibility is 
one-half mile, if all turns after take-off 
and prior to landing and all flight be¬ 
yond one mile from the airport boundary 
can be accomplished above or outside 
the area so restricted. 

(b) Flight visibility within control 
zones. (1) Unless a clearance has been 
obtained from air traffic control, a pilot 
shall not operate an aircraft in flight 
within a control zone when the flight 
visibility is less than 3 miles. 

(2) When operating in accordance 
with a clearance issued by air traffic con¬ 
trol, a pilot shall not operate an aircraft, 
other than a helicopter, within a con¬ 
trol zone when the flight visibility is 
less than one mile: Provided , That such 
aircraft may take off or land at an air¬ 
port within a control zone or enter the 
traffic pattern of such an airport when 
the minimum visibility is one-half mile 
due to a local surface restriction such 
as smoke, dust, or blowing snow or sand, 
if all turns after takeoff and prior to 
landing and all flight beyond one mile 
from the airport boundary can be ac¬ 
complished above or outside the area 
so restricted. 

(Sec. 205. 52 Stat. 984; 49 U. S. C. 425. 
interpret or apply sec. 601, 52 Stat. 1007, as 
amended; 49 U. S. C. 551) 

By the Civil Aeronautics Board: 

[seal] M. C. Mulligan, 

Secretary . 

I** R. Doc. 57-1054; Filed. Feb. 8, 1957; 

8:52 a. m.J 


TITLE 19—CUSTOMS DUTIES 

Chapter I—Bureau of Customs, 
Department of the Treasury 

[T. D. 54302] 

Part 6—Air Commerce Regulations 

CHANGE IN NAME OF MILLER MUNICIPAL 
AIRPORT, MC ALLEN, TEX. 

The official name of the Miller Munici¬ 
pal Airport, McAllen, Texas, which was 
designated as an international airport 
(airport of entry for civil aircraft) by 
Treasury Decision 54142, has been 
changed to “Miller International Air¬ 
port.” 

Section 6.13, Customs Regulations, is 
hereby amended by substituting “Miller 
International Airport*’ for “Miller Munic¬ 
ipal Airport” opposite “McAllen, Texas.” 

(R. S. 161, sec. 7, 44 Stat. 572, as amended; 
5 U. S. C. 22, 49 U. S. C. 177) 

[seal] Ralph Kelly, 

Commissioner of Customs. 

Approved: February 6, 1957. 

David W. Kendall, 

Acting Secretary of the Treasury. 

[F. R. Doc. 57-1074: Filed, Feb. 8 . 1957; 
11:02 a. m.J 


TITLE 24—HOUSING AND 
HOUSING CREDIT 

Chapter II—Federal Housing Ad¬ 
ministration, Housing and Home 
Finance Agency 

Subchapter M—Military and Armed Services 
Housing Mortgage Insurance 

Part 292a— Armed Services Housing 
Insurance; Eligibility Requirements 
of Mortgage 

Section 292a.20 Late charge provision 
is hereby revoked as follows: 

§ 292a.20 Late charge provision. IRe- 
voked1 

(Sec. 807, 69 Stat. 651; 12 U. S. C. 1748f) 

Issued at Washington, D. C., February 
4. 1957. 

TsealI Norman P. Mason, 

Federal Housing Commissioner. 

[F. R. Doc. 57-1015; Filed, Feb. 8 , 1957; 
8:49 a. m.] 

TITLE 32—NATIONAL DEFENSE 

Chapter I—Office of the Secretary of 
Defense 

Subchapter G—Defense Contract Financing 
[AR 715-6, NAVEXOS P-1006, AFR 173-133) 

Part 82— Defense Contract Financing 
Regulations 

Part 82 is revised to read as follows: 

Sec. 

82.1 Scope. 

82.2 Application. 

82.3 Implementation. 

Subpart A—Introduction 

82.4 Scope of sub part. 

82.5 Guaranteed loans; authority. 


Sec. 

82.6 Guaranteed loans: description. 

82.7 Advance payments; authority. 

82.8 Advance payments; description. 

82.9 Progress payments; authority. 

82.10 Progress payments; description. 

Subpart B—Basic Policies 

82.11 Scope of subpart. 

82.12 General. 

82.13 Purpose of contract financing. 

82.14 Facilities expansion. 

82.15 Financial responsibility of contrac¬ 

tors. 

82.16 Coordination before contract award. 

82.17 Relation of loan guarantees, prog¬ 

ress payments, or advance pay¬ 
ments to new procurement-fi¬ 
nancing not a handicap. 

82.18 Report of adverse developments. 

82.19 Small business; general. 

82.20 Timely action. 

82.21 Acceleration of payments. 

Subpart C—Guaranteed Loans 

82.22 Scope of subpart. 

82.23 Federal Reserve Banks. 

82.24 Board of Governors of the Federal 

Reserve System. 

82.25 Procedure on application of a pri¬ 

vate financing institution. 

82.26 Loan guarantees to Federal Reserve 

Banks. 

82.26-1 Other Government agencies. 

82.27 Loan guarantees for terminated 

contracts. 

82.28 Guaranteeing agency. 

82.28- 1 Effective on preponderance, of prog¬ 

ress payments or denial of Cer¬ 
tificate of Eligibility. 

82.28- 2 Shifting of preponderance. 

82.29 100 percent guarantees. 

82.30 Asset formula. 

82.31 Amount and maturity of guaranteed 

loans. 

82.32 Assignments of claims under con¬ 

tracts. 

82.33 Other collateral security. 

82.34 Contract surety bonds in relation of 

loan guarantees. 

82.35 Other borrowings. 

82.36 Certificate of Eligibility. 

82.37 Procedure for Certificate of Eligi¬ 

bility. 

Subparf D—Advance Payments 

82.38 Scope of subpart. 

£2.39 Negotiated contracts. 

82.39-1 Formally advertised contracts. 

82.40 Security provisions. 

82.41 General limitation on authority. 

82.42 Uses of advance payments. 

82.43 Types of contracts that may have 

advance payments. 

82.44 Application for advance payment. 

82.45 Action by contracting officer. 

82.46 Security and covenants. 

82.47 Advance payments in addition to 

progress payments. 

82.48 Forms of contract provisions and 

supplemental agreements. 

82.48- 1 Forms of agreement for special 

bank account. 

82.48- 2 Advance payment provisions. 

Subpart E—Progress Payments Based 
on Costs 

82.49 Scope. 

82.49- 1 References* 

82.49- 2 Exclusions. 

82.49- 3 Contract coverage. 

82.50 Standards. 

82.51 Percentage or stage of completion. 

82.52 Accounting system and controls. 

82.53 Information required. 

82.54 Indefinite quantity contracts. 

82.54-1 Administration. 

82.55 Advance payments. 

82.66 Formal advertising. 
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Sec. 

82.57 Use of progress payments by con¬ 

tractors. 

82.58 Definitions. 

82.58- 1 Progress payments. 

82.58- 2 Customary progress payments. 

82.58- 3 Unusual progress payments. 

82.58- 4 Costs. 

82.58- 5 Incurred costs. 

82.58- 6 Unliquidated progress payments. 

82.58- 7 Contract price. 

82.58- 8 Amendments, supplements and 

modifications. 

82.58- 9 Stronger and larger contractors. 

82.58- 10 Deviation. 

82.59 Contract clauses. 

82.59- 1 Total costs clause. 

82.59- 2 Direct labor and material costs 

clause. 

82.50-3 Schedule provision for progress 

payments to subcontractors. 

82.60 General instructions for progress 

payment clauses. 

82.60- 1 Contracting officer. 

82.60- 2 Variation in percentages. 

82.60- 3 Total cost basis; percentage other 

than 75 percent. 

82.60- 4 Limited cost basis; other per¬ 

centages. 

82.60- 5 Cost basis less than direct labor 

and material costs. 

82.60- 6 Other protective provisions. 

82.60- 7 Liquidation percentages. 

82.61 Subcontracts. 

82.61- 1 Subcontractor progress payments. 

82.61- 2 Adaptation of uniform clause for 

subcontracts. 

82.62 Letter contracts. 

82.63 Transition. 

82.63- 1 Separate contracts. 

82.63- 2 Existing indefinite quantity con¬ 

tracts. 

82.63- 3 Supplements, amendments and 

modifications; when new clause 
not required. 

82.63- 4 Supplements, amendments and 

modifications; gradual operation 
of new clause. 

82.63- 5 Supplements, amendments and 

modifications concerning prog¬ 
ress payments. 

82.64 Contract financing office clearance. 

82.65 Coordination, 

82.65- 1 Control lists. 

82.65- 2 Hold-up lists. 

82.66 Contractor’s request. 

82.67 Audit. 

82.68 Administration; general. 

82.69 Adjustments; retroactive price re~ 

duction; refunds. 

82.70 Maximum unliquidated amount. 

82.71 Suspension or reduction of pay¬ 

ments, general. 

82.71- 1 Failure to coinply with contract. 

82.71- 2 Unsatisfactory financial condition. 

82.71- 3 Excessive inventory. 

82.71- 4 Delinquency in payment of costs 

of performance. 

82.71- 5 Fair value of undelivered work. 

82.71- 6 Erroneous cost estimates. 

82.72 Report of adverse developments. 

82.73 Government title. 

82.73- 1 Loss, theft, destruction or damage. 

82.73- 2 Government-furnished property. 

82.73- 3 Special tooling. 

82.73- 4 Termination for convenience of the 

Government. 

82.73- 5 Scrap; excess property. 

62.74 Interpretations. 

Appendix 1—DoD Directive 7800.1, Defense 
Contract Financing Policy. 

Appendix 2—DoD Directive 7800.4, Defense 
Contract Financing Policy; Small Business 
Concerns. 

Appendix 3—DoD Directive 7800.2, Defense 
Contract Financing Policy. 

Appendix 4—DoD Directive 7830.1, Defense 
Contract Financing Policy; Advance Pay¬ 
ments. 


RULES AND REGULATIONS 

Appendix 5—Defense Supply Contract Fi¬ 
nancing; Progress Payments Based on 

Costs. 

Appendix 6—V-Loan Guarantee Agreement. 

Authority: 85 82.1 to 82.74 issued under 
sec. 5, 40 Stat. 415, as amended, sec. 704. 64 
Stat. 816. as amended; 50 U. 8. C. App. 5, 
2154. Interpret or apply R. S. 3648, as 
amended. 37 Stat. 32. sec. 201, 55 Stat. 839. 
as amended, sec. 5, 62 Stat. 23. sec. 301. 64 
Stat. 800. as amended, secs. 2307, 7521, 70A 
Stat. 131, 464; 31 U. S. C. 529, 34 U. S. C. 
582, 50 U. S. C. App. 611. 41 U. S. C. 154, 
50 U. 8. C. App. 2091, 10 U. S. C. 2307, 7521, 
E. O. 10210, 16 F. R. 1049, 3 CFR. 1951 Supp., 
E. O. 10480, 18 F. R. 4939, 3 CFR. 1953 Supp. 

§ 82.1 Scope. This part, issued jointly 
by the Department of the Army, Depart¬ 
ment of the Navy, and Department of the 
Air Force, covers the financing of con¬ 
tracts and subcontracts for the national 
defense. It is applicable to the financing 
of all types of contracts, except as pro¬ 
vided in § 82.49-2. 

§ 82.2 Application. This part super¬ 
sedes all regulations, directives, pro¬ 
cedures, and instructions inconsistent 
herewith. All references to the super¬ 
seded joint regulations in existing docu¬ 
ments shall be deemed to be references to 
this part. 

§ 82.3 Implementation. The content 
of this part shall be distributed promptly 
to all personnel concerned with procure¬ 
ment and with contract financing, 
including Contracting Officers, for infor¬ 
mation and compliance. Copies of all 
implementing regulations, directives, 
procedures, and instructions, as issued 
from time to time within the Military 
Departments, at all levels, shall be fur¬ 
nished promptly to the Army Comptrol¬ 
ler, in the Department of the Army, the 
Assistant Comptroller, Accounting and 
Finance, in the Department of the Navy, 
and the Deputy for Contract Financing 
to the Assistant Secretary (Financial 
Management) in the Department of the 
Air Force, with an additional copy to be 
forwarded by those contract financing 
offices, respectively, to the Assistant Sec¬ 
retary of Defense (Comptroller). 
Changes and additions for this part will 
be developed within the Contract Finance 
Committee, in the manner contemplated 
by Department of Defense Directive No. 
7800.1 (Appendix 1), or subsequent revi¬ 
sions thereof. 

SUBPART A—INTRODUCTION 

§ 82.4 Scope of subpart. This subpart 
describes the methods of contract finan¬ 
cing by guaranteed loans, advance pay¬ 
ments and progress payments, and states 
basic authority. 

§ 82.5 Guaranteed loans ; authority . 
(a) Under Section 301 (a) of the Defense 
Production Act of 1950. as amended, and 
section 301 of Executive Order No. 10480, 
the Department of the Army, the De¬ 
partment of the Navy, and the Depart¬ 
ment of the Air Force, among others, are 
designated as “guaranteeing agencies’*, 
and authorized by section 302 (a) of Ex¬ 
ecutive Order No. 10480 “to guarantee in 
whole or in part any public or private 
financing institution (including any Fed¬ 
eral Reserve Bank), by commitment to 
purchase, agreement to share losses, or 


otherwise, against loss of principal or in¬ 
terest on any loan • • • which may be 
made by such financing institution for 
the purpose of financing any contractor, 
subcontractor, or other person in connec¬ 
tion with the performance of any con¬ 
tract or other operation deemed by the 
guaranteeing agency to be necessary to 
expedite production and deliveries or 
services under Government contracts for 
the procurement of materials or the per¬ 
formance of services for the national de¬ 
fense, or for the purpose of financing any 
contractor, subcontractor, or other per¬ 
son in connection with or in contempla¬ 
tion of the termination, in the interest of 
the United States, of any contract made 
for the national defense.** 

(b) As defined in section 702 I'd) of 
the Defense Production Act of 1950, as 
amended, “the term ‘national defense’ 
means programs for military and atomic 
energy production or construction, mili¬ 
tary assistance to any foreign nation, 
stockpiling, and directly related actiyity’’. 

§ 82.6 Guaranteed loans . description. 
Guaranteed loans, usually called “V- 
loans,’* are essentially the same as other 
loans made by financing institutions 
without guarantee, except that under a 
standard form of guarantee agreement 
the guaranteeing agency is obligated on 
demand of the lender to purchase a 
stated percentage of the loan and to 
share losses in the amount of the guaran¬ 
teed percentage. Guaranteed loans af¬ 
ford an especially convenient medium 
for financing borrowers who hold sub¬ 
contracts, or numerous prime contracts, 
or prime contracts with several contract¬ 
ing agencies. Funds are disbursed and 
collected by the lending institution, and 
its personnel administer the loan. Gov¬ 
ernment funds are not involved except 
for purchases of the guaranteed portion 
of loans or settlement of losses. 

§ 82.7 Advance payments ; authority. 
Advance payments on negotiated con¬ 
tracts are authorized in accordance with 
the provisions of 10 U. S. C. 2307. Ad¬ 
vance payments on all contracts, includ¬ 
ing those contracts awarded on competi¬ 
tive bids after formal advertising, are 
authorized pursuant to the First War 
Powers Act, 1941, as amended, Executive 
Order No. 10210, and regulations issued 
thereunder. Navy advance payments 
for salvage operations are also authorized 
by 10 U. S. C. 7364. 

§ 82.8 Advance payments; description. 
Advance payments are advances of mon¬ 
ey. made by the Government to a con¬ 
tractor prior to, in anticipation of, and 
for the purpose of complete, performance 
under a contract or contracts. Advance 
payments are made only to prime con¬ 
tractors. They are expected to be liqui¬ 
dated from payments due to the con¬ 
tractor incident to performance of 
contracts. Since they are not measured 
by performance, they differ from partial, 
progress, or other payments made be¬ 
cause of and on the basis of performance 
or part performance of a contract. Ad¬ 
vance payments may be made to prime 
contractors for the purpose of making 
sub-advances to subcontractors. 
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§ 82.9 Progress payments; authority. 
The authority to make progress pay¬ 
ments is subject to the provisions of 
section 3648, Revised Statutes, 31 U. S. C. 

529. 

§ 82.10 Progress payments; descrip¬ 
tion. The term “progress payments’\ as 
used herein, signifies payments made as 
work progresses under a contract, upon 
the basis of costs incurred, of percentage 
of completion accomplished, or of a par¬ 
ticular stage of completion. As used in 
this part this term does not include pay¬ 
ments for partial deliveries accepted by 
the Government under a contract, or 
partial payments on contract termina¬ 
tion claims. 

SUBPART B—BASIC POLICIES 

$ 82.11 Scope of subpart . This sub¬ 
part sets forth basic policies applicable to 
guaranteed loans, advance payments, 
and progress payments. Policies and 
procedures more particularly pertaining 
to the specific methods of contract 
financing are contained in the sub¬ 
parts of this part relating to each 
method of financing. 

§ 82.12 General. Basic defense con¬ 
tract financing policy is stated in De¬ 
partment of Defense Directives 7800.1, 
7800.4, 7800.2, 7830.1, and 7840.1, all 
annexed hereto and made a part hereof 
as Appendixes 1-5, inclusive. 

§ 82.13 Purpose of contract financing. 
The providing of funds for payment of 
expenses of performance of contracts is 
an essential element of defense produc¬ 
tion. Contract financing is to be re¬ 
garded as a useful working tool that may 
be used to the benefit of the Government, 
for aiding procurement by expediting 
performance of defense contracts and 
subcontracts. The contract financing 
system makes possible production in 
volume that could not be accomplished 
otherwise. Prudent contract financing 
supports procurement and production 
and fosters the small business policy by 
providing necessary funds to supplement 
other funds available to contractors for 
contract performance. 

§ 82.14 Facilities expansion. As 
stated in Appendix 3, guaranteed loans 
will be established primarily for work¬ 
ing capital purposes and the guarantee 
authority will not be used for loans for 
facilities expansion. Since advance pay¬ 
ments and progress payments should be 
self-liquidating from contract perform¬ 
ance, they are not used to finance fixed 
asset acquisitions for contractor owner¬ 
ship. These limitations are not intended 
to apply to contracts under which facili¬ 
ties are being acquired for Government 
ownership. 

§ 82.15 Financial responsibility of 
contractors . Financial difficulties en¬ 
countered by contractors and subcon¬ 
tractors may (a) disrupt production 
schedules, (b) cause wastage of man¬ 
power and materials, and (c) if con¬ 
nected with guaranteed loans, advance 
Payments, or progress payments, result 
in monetary loss to the Government. 
Also, if financial crises occur in the 
course of a contractor’s production, the 
need for continued production may make 


guaranteed loans or advance payments 
imperative for continuance of such pro¬ 
duction, even though monetary losses 
may be likely under the circumstances. 
In order to reduce these hazards so far 
as possible, contracts should be entered 
into only with those potential contractors 
meeting the requirements of § 1.307 or 
§ 2.406 of Subchapter A of this chapter, 
and who have the financial capacity or 
credit (giving due regard to the avail¬ 
ability of progress payments, guaranteed 
loans, and advance payments), technical 
skill, management competence, and plant 
capacity and facilities (including sub¬ 
contracting capacity) reasonably to as¬ 
sure their ability to perform their con¬ 
tracts in accordance with their terms. 
Care should also be taken to the extent 
practicable to avoid the placement of 
additional contracts or subcontracts with 
contractors in situations where addi¬ 
tional contracts will overload the con¬ 
tractor's production capacity, overextend 
his financial resources and credit, and 
thus tend to interfere with timely per¬ 
formance of contracts on hand, and cre¬ 
ate need for additional contract financ¬ 
ing arrangements, which may be 
impossible to establish on a prudent 
basis. In all cases, whether involving 
formal advertising or negotiation, it 
must be determined that the contractor 
is financially and otherwise able to per¬ 
form the contract. In addition, consid¬ 
eration must be given to the judgment, 
skill, and integrity of the potential con¬ 
tractor, and to his reputation and 
experience, including prior work of a 
similar nature done by him, and the 
other factors set forth in § 1.307, § 2.406, 
or § 3.101 of Subchapter A of this chap¬ 
ter, as appropriate. Persons placing sub¬ 
contracts, at all levels of subcontracting, 
should be encouraged to apply these 
standards in placing subcontracts. 

§ 82.16 Coordination before contract 
award. For effective application of the 
principles stated in § 82.15, each pur¬ 
chasing office should be staffed with and 
use the services of persons qualified and 
competent to evaluate credit and finan¬ 
cial problems, or each Contracting Officer 
should have available within his procur¬ 
ing activity, and should use the services 
of persons so qualified and competent 
to evaluate credit and financial problems. 
Among other things, the duties of such 
persons would be to arrange, prior to 
contract awards, and so far as practi¬ 
cable, prior to subcontract arrangements, 
that financing for performance of con¬ 
templated contracts and subcontracts is 
reasonably assured prior to or contem¬ 
poraneously with the making of con¬ 
tracts. In those exceptional cases where 
there is substantial doubt that a pros¬ 
pective contractor has the financial 
capacity or credit resources essential to 
the performance of the contemplated 
contract, the interested procuring ac¬ 
tivity, after having determined that no 
satisfactory alternative sources of sup¬ 
ply are readily available on terms equally 
as favorable to the Government, should, 
prior to placement of the contract, con¬ 
sult with the appropriate contract 
financing office of the interested Depart¬ 
ment, to determine whether financing 
can prudently be arranged. These con¬ 


tract financing offices are the Army 
Comptroller, in the Department of the 
Army, the Assistant Comptroller, Ac¬ 
counting and Finance, in the Department 
of the Navy, and the Deputy for Contract 
Financing to the Assistant Secretary 
(Financial Management), of the Air 
Force. In such consultation it should 
be resolved, if placement of the contract 
is deemed beneficial to the interests of 
the Government, whether and by what 
means financing should be provided. 

§ 82.17 Relation of loan guarantees, 
progress payments , or advance payments 
to new procurement; financing not a 
handicap. In all cases, whether involv¬ 
ing formal advertising or negotiation, the 
need for advance payments or for prog¬ 
ress payments or for a guaranteed loan 
(with reasonable percentage of guaran¬ 
tee) shall not be treated as a handicap in 
awarding contracts to those qualified 
contractors who are deemed competent 
and capable of satisfactory performance 
(§ 1.307, § 2.406 of Subchapter A, and 
§§ 82.15 and 82.16). The ability of the 
contractor to perform the contract, in¬ 
cluding the availability of money or 
credit necessary for performance, must 
be reasonably assured in all cases. 
Within established policy, awards which 
are otherwise proper must not be de¬ 
terred by the necessity for providing rea¬ 
sonable contract financing. A contractor 
deemed reliable, competent, capable, and 
otherwise responsible, must not be re¬ 
garded as any less responsible by reason 
of the need for reasonable contract fi¬ 
nancing provided or guaranteed by a mil¬ 
itary department. In selection of an 
appropriate method for provision of 
funds, contractors will not be expected to 
seek or obtain loans or credit from agen¬ 
cies of the Government outside the De¬ 
partment of Defense. 

§ 82.18 Report of adverse develop¬ 
ments. When materially adverse devel¬ 
opments concerning a borrower having 
a guaranteed loan, or concerning a con¬ 
tractor having advance payments or 
progress payments, become known to a 
procuring activity, pertinent facts should 
be reported by the procuring activity to 
the contract financing office of the De¬ 
partment principally concerned with the 
contract financing, so that timely ap¬ 
propriate protective or remedial action 
may be taken by coordinated action of 
all concerned. When there are reasons 
to doubt the prudence of continuing 
progress payments in cases involving per¬ 
formance difficulties or financial deteri¬ 
oration, decision must be made promptly 
and with proper regard to the harmful 
effects of delay on the continued opera¬ 
tion of the contractors concerned. 

§ 82.19 Small business; general . Im¬ 
mediate and continuing attention must 
be given at all levels to insure that con¬ 
structive measures will be taken to fa¬ 
cilitate and accelerate necessary contract 
financing assistance to small suppliers. 
Every reasonable effort must be made to 
assist small suppliers in the resolution of 
their problems relative to the financing 
of contract performance, as well as to 
assist them in understanding and com¬ 
plying with the requirements of per- 
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formance as to payment forms, inspec¬ 
tion and cost accounting. 

§ 82.20 Timely action. In connection 
with requests for provision of progress 
payments, advance payments, or loan 
guarantees, there must be timely action, 
no unwarranted delay, and no hesitation 
to make proper contract financing pro¬ 
visions. 

§82.21 Acceleration of payments. 
Payments must be made promptly on all 
contracts when due. It is of continuing 
importance that there be acceleration 
of all proper payments earned by con¬ 
tractors, including progress payments. 

SUBPART C—GUARANTEED LOANS 

§ 82.22 Scope of subpart . This sub¬ 
part covers the policies, organization, and 
procedure particularly applicable to 
guaranteed loans. It reflects the devel¬ 
opment of the guaranteed loan program 
by indicating uniform practices that are 
being applied pursuant to Appendixes 
1, 2 and 3. 

§ 82.23 Federal Reserve Banks . Under 
section 302 <b) of Executive Order No. 
10480, pursuant to section 301 (b) of the 
Defense Production Act of 1950, as 
amended, each Federal Reserve Bank is 
designated and authorized to act, on be¬ 
half of each guaranteeing agency, as fis¬ 
cal agent of the United States in the 
making of contracts of guarantee and in 
otherwise carrying out the purposes of 
section 301 of the Defense Production 
Act of 1950, as amended, in respect of 
private financing institutions. Pursuant 
to Regulation V of the Board of Gover¬ 
nors of the Federal Reserve System, any 
private financing institution may submit 
to the Federal Reserve Bank of its dis¬ 
trict an application for guarantee of a 
loan or credit. This application is in 
substantially standard form, as approved 
by the Board of Governors of the Federal 
Reserve System, after consultation with 
the guaranteeing agencies. Forms of ap¬ 
plication, and information and guidance 
concerning applications, are available at 
all Federal Reserve Banks. 

§ 82.24 Board of Governors of the Fed - 
eral Reserve System. Under section 302 
<c) of Executive Order No. 10480, all 
actions and operations of Federal Re¬ 
serve Banks, as fiscal agents, are subject 
to the supervision of the Board of Gov¬ 
ernors of the Federal Reserve System 
(hereinafter referred to as “Federal Re¬ 
serve Board’'). The Federal Reserve 
Board is authorized, after consultation 
with the heads of the guaranteeing agen¬ 
cies, (a) to prescribe such regulations 
governing the actions and operations of 
fiscal agents as it may deem necessary, 
(b) to prescribe, either specifically or by 
maximum limits or otherwise, rates of 
interest, guarantee and commitment 
fees, and other charges which may be 
made in connection with loans, discounts, 
advances, or commitments guaranteed 
by the guaranteeing agencies through 
such fiscal agents, and (c) to prescribe 
regulations governing the forms and pro¬ 
cedures (which shall be uniform to the 
extent practicable) to be utilized in con¬ 
nection with such guarantees. 
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§ 82.25 Procedure on application of a 
private financing institution. A defense 
contractor or subcontractor (at any 
level) or supplier, who requires operat¬ 
ing funds may apply to the private fi¬ 
nancing institution selected by him, for 
the necessary loan or revolving credit, 
and furnish necessary information to 
the financing institution. If the financ¬ 
ing institution is willing to extend credit, 
but considers Government guarantee 
necessary, it may file application for 
guarantee with the Federal Reserve 
Bank of its district. The Federal Re¬ 
serve Bank promptly submits copy of 
the application to the Federal Reserve 
Board listing defense contracts, for 
transmittal to the interested guarantee¬ 
ing agency, so that determination may 
be made as to eligibility of the prospec¬ 
tive borrower. For the purpose of ex¬ 
pediting, the Federal Reserve Bank may 
also, pursuant to general instructions of 
the guaranteeing agencies, submit sched¬ 
ules of defense contracts to the inter¬ 
ested Contracting Officers, who are ex¬ 
pected at once to take appropriate steps 
for determination of eligibility, and to 
submit their findings and report, in¬ 
cluding Certificate of Eligibility where 
appropriate, to the designated central 
procurement office, or contract financing 
office as the case may be, within the 
guaranteeing agency. Concurrently with 
the process for determination of eligi¬ 
bility, the Federal Reserve Bank makes 
any necessary credit investigation, to 
the extent and in the manner that it 
considers investigation or verification 
appropriate to supplement information 
furnished by the applicant financing in¬ 
stitution, all with a view to expediting 
necessary defense financing in such a 
way as to afford the best reasonable pro¬ 
tection against monetary loss. The re¬ 
port and recommendation of the Federal 
Reserve Bank are sent to the Federal 
Reserve Board, which transmits them 
to the interested guaranteeing agency, 
in Washington. If the application is 
approved, on such terms and conditions 
as may be deemed appropriate by the 
responsible officer or official within the 
guaranteeing agency, the guaranteeing 
agency then authorizes the Federal Re¬ 
serve Bank, by standard form of author¬ 
ization transmitted through the Federal 
Reserve Board, to execute and deliver 
to the financing institution a standard 
form of guarantee agreement (of which 
sample copy is attached hereto, as Ap¬ 
pendix 6 l ), with the terms and condi¬ 
tions approved for the particular case. 
The Federal Reserve Bank, as fiscal 
agent for the guaranteeing agency, then 
issues the guarantee to the financing 
institution, which makes the loan. Sub¬ 
stantially the same procedure may be 
followed on application for guarantee 
of loans to be made to a potential de¬ 
fense contractor who is actively nego¬ 
tiating or bidding for defense business, 
except that the guarantee is not author¬ 
ized until the prospective defense con¬ 
tract has been executed. 

§ 82.26 Loan guarantees to Federal 
Reserve Banks . The Defense Produc¬ 


1 Filed as part of the original document. 


tion Act of 1950, as amended, and Execu¬ 
tive Order No. 10480 also authorize guar¬ 
antees for loans made or participated in 
by Federal Reserve Banks. The proce¬ 
dure outlined in § 82.25 applies also to 
loan guarantees where a Federal Reserve 
Bank is making or participating in the 
loan, except that in such cases the in¬ 
terested Federal Reserve Bank, as a fi¬ 
nancing institution, does not act as fiscal 
agent, and when approved, the guarantee 
agreement is executed by an official of 
the guaranteeing agency. 

§ 82.26-1 Other Government agencies. 
Loan guarantees are not issued to other 
departments or agencies of the Govern¬ 
ment. 

§ 82.27 Loan guarantees for termi¬ 
nated contracts, (a) Guaranteed loans 
ordinarily provide for financing based on 
the borrower’s recoverable investment in 
defense production contracts, including 
those contracts which have been termi¬ 
nated for the convenience of the Govern¬ 
ment. Guaranteed loans may also be 
established after total or partial termi¬ 
nation of contracts for the convenience 
of the Government, or before such termi¬ 
nation when it is known that termina¬ 
tion of particular contracts for the con¬ 
venience of the Government is about to 
occur. Such guaranteed loans are ex¬ 
pected to provide necessary financing 
pending termination settlements and 
payments, and also to provide any funds 
necessary for continuing performance of 
defense production contracts that are 
eligible for financing under the guaran¬ 
teed loan. 

(b) The procedure on applications for 
such guarantees will be substantially the 
same as that outlined in § 82.25, except 
that Certificates of Eligibility (§§82.36 
and 82.37) will not be required for 
contracts which have been wholly ter¬ 
minated, nor for the terminated por¬ 
tion of contracts which have been 
partially terminated. It is of course 
expected that necessary precautions, ap¬ 
propriate to the circumstances of indi¬ 
vidual cases, will be taken, as in other 
cases, to avoid losses and to cause such 
loans to be self-liquidating from the pro¬ 
ceeds of defense production contracts. 
This type of loan guarantee, intended 
primarily for contract termination fi¬ 
nancing, is not provided before the im¬ 
minence of particular contract termina¬ 
tions, for the reasons outlined in 
§ 82.35 (c). Further reasons include the 
difficulty of determining whether con¬ 
tract terminations will occur in the fu¬ 
ture and will require guaranteed loan 
financing, and the expense and adminis¬ 
trative burden that would be involved in 
establishing commitments which may in 
fact never be used. 

§ 82.28 Guaranteeing agency . The 
guaranteeing agencies which have been 
designated under Section 301 of the De¬ 
fense Production Act of 1950, as amend¬ 
ed, are the Departments of the Army. 
Navy, Air Force, Agriculture, Commerce 
and Interior, General Services Adminis¬ 
tration, and Atomic Energy Commission. 
All of the guaranteeing agencies have 
concurred in the following policy: 

Where a prospective borrower under ft 
V-loan has defense contracts or subcontracts 
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in which more than one of the guarantee¬ 
ing agencies are interested, the guarantee¬ 
ing agency in such case will in general be 
that agency which, as of the time of the 
application for the guarantee, has the pre¬ 
ponderance of Interest in such contracts and 
subcontracts on the basis of the dollar 
amount of the prospective borrower’s un¬ 
filled and unpaid balances of such contracts 
and subcontracts and estimated claims un¬ 
der terminated contracts (exclusive of con¬ 
tracts with advance payments, if such ad¬ 
vance payments are not to be liquidated by 
the proposed guaranteed loan). If the ap¬ 
plication is approved and a guarantee agree¬ 
ment is executed on behalf of such agency 
having the preponderance of interest, that 
agency will bear all losses and expenses and 
receive all revenues under such guarantee 
without allocation to other agencies of the 
Government* 

In this connection, among the Military 
Departments, single service procure¬ 
ment contracts are deemed those of the 
purchasing department. 

$ 82.28-1 Effect on preponderance ^of 
progress payments or denial of Certifi¬ 
cate of Eligibility. Among the Military 
Departments, the determination of pre¬ 
ponderance of interest, under § 82.28, is 
made without regard to the existence of 
progress payments on particular con¬ 
tracts, and without regard to the issu¬ 
ance or nonissuance of Certificates of 
Eligibility on particular contracts. 

§ 82.28-2 Shifting of preponderance. 
During the course of a guaranteed loan, 
preponderance of interest in the bor¬ 
rower’s defense production contracts 
may shift from one of the Military De¬ 
partments, as guaranteeing agency, to 
another Military Department. When 
such preponderance has shifted ma¬ 
terially so that substantial preponder¬ 
ance is in one of the Military Depart¬ 
ments other than the guaranteeing 
agency, action on requests for increases 
in the amount of guaranteed loans, and 
on requests for extensions of maturity 
for a period of more than six months, 
will ordinarily be taken by the Military 
Department then having such pre¬ 
ponderance of interest. However, in the 
above situation, action will be taken by 
the Military Department which has 
guaranteed the loan, if the loan is in 
distress, with fairly foreseeable losses, 
and the requested extension or increase 
is for the purpose of orderly liquidation 
of the loan in a manner designed to re¬ 
duce the amount of the loss. If such a 
loan is not in distress, and losses are not 
fairly foreseeable, and the greater part 
of the borrower’s defense production 
contracts are determined to be eligible 
for a continuing guaranteed loan, and 
the circumstances of the case are such 
that favorable action would have been 
taken by the then guaranteeing agency 
if it had remained preponderantly in¬ 
terested in the borrower’s defense pro¬ 
duction contracts, similar favorable ac¬ 
tion will be taken by the Military De¬ 
partment then having such preponder- 
a nce of interest. In these cases, while 
new application for guarantee is re¬ 
quired, the file of the contract financing 
office which has authorized the existing 
Guarantee will be transferred to the con¬ 
tract financing office of the Military De¬ 
partment then having preponderant in¬ 
terest in the case, and the information to 
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be submitted with the application need 
only be current financial information, 
data concerning the borrower’s defense 
production contracts, and other perti¬ 
nent facts concerning the borrower and 
its operations, to the extent necessary to 
supplement and bring up to date the in¬ 
formation previously furnished to the 
guarantor. In order not to disturb or 
impair any security for the existing loan, 
and for the convenience of all concerned, 
it is preferable that the new guarantee 
merely replace the former guarantee, 
w'ith appropriate recitals as to cancella¬ 
tion of the former guarantee, and with 
appropriate revision of the existing loan 
agreement and of such collateral security 
instruments as may require revision. 

§ 82.29 100 percent guarantees. It is 
the policy of the guaranteeing agencies 
that 100 percent guarantees shall be 
limited to the greatest extent compatible 
with the requirements of the national 
defense. Applications for 100 percent 
guarantees will be approved only in cases 
in which the guaranteeing agency deter¬ 
mines that the circumstances are excep¬ 
tional, that the operations of the 
borrower are vital to the national de¬ 
fense. and that no other suitable means 
of financing are available. 

§ 82.30 Assef formula. It is the policy 
of the guaranteeing agencies that bor¬ 
rowings under guaranteed loans made 
primarily for working capital purposes 
should be limited, in accordance with an 
asset formula, to amounts w'hich do not 
exceed specified percentages (90 percent 
or lessi of the borrower’s investment in 
defense production contracts. The for¬ 
mula may include all items for which the 
borrower would be entitled to payment 
on performance or termination of de¬ 
fense contracts, but would not include 
any amounts (for which no work has 
been done nor expenditures made by the 
borrower) to become due as the result of 
later performance under the borrower’s 
Contracts. However, any such asset for¬ 
mula would be subject to relaxation in 
appropriate cases to the extent and for 
the time actually necessary for contract 
performance where the contractor’s 
working capital and credit are inade¬ 
quate. This “asset formula*’ does not 
include “cash collateral’* or bank de¬ 
posit balances. 

§ 82.31 Amount and maturity of guar¬ 
anteed loans, (a) Subject to the limita¬ 
tions of the asset formula (§ 82.30), the 
maximum amount of guaranteed credit 
in individual cases, and the maturity date 
of guaranteed loans or credits, are fixed 
to conform reasonably to the borrower’s 
financing requirements for defense pro¬ 
duction contracts on hand at the time of 
application for guarantee. If additional 
defense production contracts are entered 
into after the application and before 
authorization of a guarantee, to such 
extent as to require increase in the max¬ 
imum amount, or longer maturity for the 
requested guaranteed loan, adjustments 
may be made to provide for the bor¬ 
rower’s additional financing require¬ 
ments. Also, guarantee agreements for 
existing guaranteed loans may be 
amended, on submission of pertinent 
information and Federal Reserve Bank 
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report to the guaranteeing agency con¬ 
cerned, to provide financing for defense 
production contracts entered into by the 
borrower during the term of the guar¬ 
anteed loan. 

(b) Also, within the limits of the ap¬ 
plicable loan formula and ceiling 
amount, there is generally no objection 
to inclusion in the borrowing base, of 
assets under defense production con¬ 
tracts entered into after the date of the 
guarantee agreement. However, in ex¬ 
ceptionally weak cases, and in the cases 
of guaranteed loans established for 
financing only one or a small number of 
contracts, it is the practice to require 
that financing of relatively substantial 
additional defense contracts under exist¬ 
ing guaranteed loans be done only with 
the consent of the guarantor. 

§ 82.32 Assignments of claims under 
contracts, (a) Assignments of claims 
under the borrower’s defense production 
contracts are generally required, includ¬ 
ing assignment of proceeds of such con¬ 
tracts entered into after issuance of the 
guarantee if after acquired contracts are 
eligible for financing under, the guar¬ 
anteed loan in a given case. However, 
assignments need not be required in par¬ 
ticular cases, (1) where the borrower’s 
financial condition is so strong as to 
cause assignments of any contracts to 
be considered not necessary for the pro¬ 
tection of the loan, or, (2) where inci¬ 
dent to assignment of major contracts 
it is considered not necessary for the 
protection of the loan to require initial 
assignment of relatively small contracts, 
or. (3) where the large number of con¬ 
tracts of the borrower for small dollar 
amounts, would cause the making and 
administration of contract assignments 
to be unduly burdensome and incon¬ 
venient so long as not deemed essential 
for the protection of the loan. 

(b) It is required, as standard prac¬ 
tice, that defense production contracts, 
not theretofore assigned, will be assigned 
whenever requested by the guarantor or 
the financing institution. 

(c) Subcontracts and purchase or¬ 
ders issued to subcontractors are not 
Considered acceptable for financing un¬ 
der guaranteed loans if and so long as 
the issuer of the subcontracts or pur¬ 
chase orders (1) reserves the privilege of 
making payments directly to the assignor 
or to the assignor and assignee jointly 
after notice of the assignment, or (2) re¬ 
serves the right to reduce or set off 
assigned proceeds under defense produc¬ 
tion contracts by reason of claims 
against the borrower arising after notice 
of assignment and independently of de¬ 
fense production contracts under which 
the borrower is the seller. 

§ 82.33 Other collateral security. 
Ordinarily, mortgages on fixed assets are 
not required, but they are required where 
considered essential to protect the Gov¬ 
ernment. Liens or other security ar¬ 
rangements pertaining to inventories are 
also seldom required, except when de¬ 
sired by financing institutions or in ex¬ 
ceptional circumstances when deemed 
necessary to protect* the Government. 
Depending upon the circumstances of in¬ 
dividual cases, endorsements, guaran¬ 
tees, subordinations, and stand-bys of 
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other indebtedness, and other special se¬ 
curity devices are required when deemed 
necessary for the protection of the Gov¬ 
ernment. 

§ 82.34 Contract surety bo7ids in rela - 
tioji to loan guarantees. (a) In most 

jurisdictions, upon default by a contrac¬ 
tor and performance of the surety’s obli¬ 
gations, the surety’s right of subrogation 
gives to the surety, ahead of a financing 
institution which had made a loan for 
contract performance, prior claim to 
payments made on the bonded contract 
after default, and in performance of its 
obligations the surety also has the bene¬ 
fit of materials on hand that have been 
paid for by the contractor, even though 
progress on the contract before default 
has been financed by loans from the 
financing institution. 

(b) Because of the foregoing, on loan 
guarantees in connection with prime 
contracts, the guarantor’s loss on the 
loan, payable to the financing institution, 
may serve to take away from the Gov¬ 
ernment the benefit of performance of 
the surety’s obligations on its bond; and 
in subcontract cases the loan may serve 
to benefit the surety at the expense of 
the financing institution and guarantor. 

(c> Except to the extent that surety 
bonds are required by law, bonds are 
generally not required. Yet it may 
sometimes be necessary to rely upon a 
contractor whose capacity to perform is 
so doubtful that a bond is required for 
the protection of the Government. The 
guarantee of a loan to a contractor of 
such doubtful capacity to perform neces¬ 
sarily involves unusual risks of monetary 
loss. Contract surety bonds, and guar¬ 
anteed loans for financing bonded con¬ 
tracts are regarded as fundamentally 
incompatible unless the interests of the 
surety are subordinated in favor of the 
guaranteed loan. 

(d) In order to maintain the advan¬ 
tages of performance bonds existing in 
favor of the Government on prime con¬ 
tracts, in cases where the Government 
contract or contracts covered by surety 
bonds are substantial in relation to the 
contractor’s total backlog of defense pro¬ 
duction contracts or where the amount of 
the bond is substantial in relation to the 
contractor’s net worth, applications for 
loan guarantees are approved only if the 
surety or sureties on the bonds involved 
will subordinate their rights and claims 
in favor of the guaranteed loan. 

<e) In cases involving relatively sub¬ 
stantial subcontracts covered by surety 
bonds, approval of an application for 
loan guarantee will also be contingent 
upon the establishment of a reasonable 
allocation agreement between the surety 
or sureties and the financing institution, 
which would have the effect of giving the 
financing institution the benefit, with re¬ 
gard to payments to be made on the con¬ 
tract. of that portion of its loans fairly 
attributable to expenditures made under 
the bonded subcontracts prior to notice 
of default. 

§ 82.35 Other borrowings. (a> Since 
V-loans are generally measured, and 
limited by, stated percentages of the bor¬ 
rower’s investment in defense production 
operations and terminated defense con¬ 


tracts. It is evident that borrowings out¬ 
side the guarantee may be necessary in 
some cases to support the borrower’s non¬ 
defense activities. It has been recog¬ 
nized in practice, that while prohibition 
of borrowings outside the guaranteed 
loan is preferable where practicable in a 
given V-loan case, such other borrowings 
should be permitted when necessary. 

(b) However, in caSes where borrow¬ 
ings outside the V-loan are not pro¬ 
hibited, some restrictions on unguaran¬ 
teed borrowings appear necessary for 
protection of the Government interest. 
These include reasonable limitations on 
the amount of, and collateral security 
for. such unguaranteed borrowings, and 
usually a provision that collateral secu¬ 
rity, if any, for such unguaranteed loans 
made by the same financing institutions 
should also be secondary collateral for 
the V-loan. 

(c) If a credit is to be guaranteed un¬ 
der section 301 of the Defense Produc¬ 
tion Act, in circumstances where there 
may be borrowings either under or out¬ 
side the guarantee, the guaranteed credit, 
having been established, and being 
susceptible to use at any time, should be 
utilized first and fully, and not reserved 
as free insurance pending such time and 
circumstances as may make its use con¬ 
venient to the financing institution. It 
has therefore been determined, in line 
with the practice developed toward the 
end of the past war. that for those cases 
in which borrowings outside the V-loan 
are not prohibited, it should be required 
uniformly that other borrowings outside 
the V-loan may be incurred and remain 
outstanding without the consent of the 
financing institution and the guarantor 
only when the V-loan is being used to the 
full extent permitted by the V-loan 
agreement. Appropriate certificates of 
the borrower, in the same form as those 
used to measure the amount that may be 
outstanding under the V-loan, but sub¬ 
mitted at intervals not longer than 30 
days, could be used to determine when 
there may be borrowings outstanding 
outside the V-loan. 

(d) It is of course recognized that ap¬ 
propriate exceptions will have to be made 
in individual cases to permit the con¬ 
tinuation of outstanding term loans, to 
permit future unguaranteed term loans 
for expansion of facilities, and to permit 
continuance of such financing as may be 
necessary to supplement a V-loan. 

§ 82.36 Certificate of Eligibility, (a) 
The Certificates of Eligibility, and sup¬ 
porting data, furnished by principally in¬ 
terested procuring activities, are the 
basis for the ultimate findings, incident 
to authorization or approval of loan 
guarantees, that the case meets the re¬ 
quirements of section 301 of the Defense 
Production Act of 1950, as amended, and 
of section 302 of Executive Order No. 
10480. 

(b) In its present form this certificate 
includes findings that the materials or 
services involved are deemed essential 
to the national defense, that (except for 
small-business concerns) these cannot 
be procured readily from an alternative 
source without prejudice to the national 
defense, and that the contractor has the 
technical ability and the required facili¬ 


ties to perform. It is .required that 
supporting data be contained in or ac¬ 
company the certificate. It has been 
provided on the approved form of certifi¬ 
cate. as the standard for guidance in 
considering issuance of Certificates of 
Eligibility, that— 

This is not intended as a statement that 
there is absolutely no alternative source 
other than this contractor. The certification 
is founded on practical considerations. 
These considerations include the urgency of 
supply schedules, technical and plant ca¬ 
pacity and unwillingness of other suppliers, 
time and expense involved in reletting ail or 
parts of contracts (including expense of 
terminations for convenience, and delays in¬ 
cident to future determinations of default), 
comparative prices, effect of interruptions of 
established subcontracting arrangements, 
and other pertinent practical factors. 

§ 82.37 Procedure for Certificate of 
Eligibility, (a) It is important that the 
processing of Certificates of Eligibility 
be accomplished expeditiously. It is 
necessary that there be application of 
uniform and consistent standards in de¬ 
termining eligibility. 

(b) As indicated in $ 82.36 (b). the 
determination in the Certificate of Eligi¬ 
bility is based upon giving full weight to 
practical considerations. It is also in¬ 
tended that in determining whether the 
materials or services can be procured 
readily from an alternative source with¬ 
out prejudice to the national defense, 
due consideration will be given to the 
effect of the use of alternative sources 
on the established major policies affect¬ 
ing procurement, such as those relating 
to the mobilization base, and industrial 
dispersal. If the reletting of contracts 
with other sources would involve conflict 
with any of such policies, such reletting 
in conflict with any such policy should 
be deemed prejudicial to the national de¬ 
fense. Also, in considering the practi¬ 
cability of alternative sources, in 
addition to the considerations outlined 
above, regard should be given to the 
question whether such potential alter¬ 
nate sources would require Government 
financing by progress payments, or ad¬ 
vance payments, or Government sup¬ 
ported financing by means of a 
guaranteed loan. If such financing 
would be required for alternative 
sources, such alternate sources may be 
fairly considered not “readily available’ 
within the meaning of the Certificate of 
Eligibility. 

(c) Ordinarily, if Certificate of Eli¬ 
gibility is not issued by the interested 
procuring activity, it does not follow 
that the contract involved will be ter¬ 
minated unless the contractor is in 
default to the extent that termination 
for default is considered desirable, or 
unless it has been determined that the 
contractor will be unable to perform his 
contract. Thus, in determining whether 
alternate sources are readily available 
without prejudice to the national de¬ 
fense, consideration should be given to 
the effect on supply schedules, and costs 
to the Government, if the contractor 
should default at a later date and be 
unable to perform by reason of inade¬ 
quate financing. 

(d) In determining eligibility of 
small-business concerns, the factor of 





Saturday, February 9, 1957 


FEDERAL REGISTER 


821 


ready availability of alternative sources 
will not be considered, and the paragraph 
of the form of Certificate of Eligibility 
pertaining to alternative sources will be 
deleted in cases of small-business con¬ 
cerns. In such cases the fact that the 
particular items or services involved are 
being procured under or pursuant to a 
contract of a Military Department is 
considered adequate to support and re¬ 
quire the finding that the materials or 
services involved are deemed essential 
to the national defense. However, this 
does not mean that the Certificate of 
Eligibility should be provided automati¬ 
cally for small-business concerns, or that 
any less care and diligence should be 
exercised for determining eligibility for 
small-business cases than for other cases. 
See paragraph (e) of this section. 

(e) It is necessary in all cases, whether 
or not involving a small-business con¬ 
cern, that, in considering issuance of a 
Certificate of Eligibility, emphasis be 
placed on the factors of the contractor’s 
technical ability, management compe¬ 
tence and reliability, plant capacity and 
facilities, and generally on his ability to 
perform satisfactorily if adequate 
financing is provided. If these factors 
are not favorable. Certificate of Eligi¬ 
bility should not be issued. See Appen¬ 
dix 2. 

(f) With regard to contracts existing 
at the time of request for Certificate of 
Eligibility, the percentage of guarantee 
requested by a financing institution is 
not a factor to be considered in connec¬ 
tion with issuance of the Certificate. 

(g) In all cases, the supporting data 
furnished to the contract financing office 
should be sufficient to support the find¬ 
ings made in the Certificate of Eligibility. 
This data should contain available infor¬ 
mation pertinent to the matter of ability 
to perform satisfactorily, including 
known information as to past perform¬ 
ance, and available information on the 
relation of the contractor’s operations to 
supply schedules, and available pertinent 
information on other practical factors 
such as comparative prices and the time 
and expense that would be involved if 
reletting the contracts should become 
necessary. All of this information, in¬ 
cluding particularly an indication as to 
whether or not the contractor is con¬ 
sidered an important source for mate¬ 
rials or services, is necessary and import¬ 
ant for consideration by the contract 
financing offices in determining the 
ultimate question whether, on their 
evaluation of all the circumstances of 
particular cases (including the con¬ 
tractor’s financial condition and finan¬ 
cial record), the authorization of a 
guarantee would be prudent and in the 
best interests of the Government. When 
Certificate of Eligibility is not furnished, 
the facts and reasons leading to declina¬ 
tion of the certificate should be fur¬ 
bished. 

( h) In those cases of subcontracts, 
where the prospective borrower is finan¬ 
cially weak in relation to the financial 
condition of his defense contract custo¬ 
mer, and the interests of the Government 
would be fostered by the making of prog¬ 
ress payments to the subcontractor by 
his customer, it is appropriate that steps 
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be taken, by coordinated effort of the 
procuring activity and the contract 
financing office, to arrange to the extent 
practicable for such progress payments 
to the subcontractor by his customer. 
By such means, in appropriate cases, the 
guaranteed loan may become unneces¬ 
sary, or necessary in lesser amount, and 
the risks of loss are borne wholly or 
partly by the prime contractor or sub¬ 
contractor responsible for selection of 
the prospective borrower as his subcon¬ 
tractor. 

(i) If materially adverse information 
of any character concerning the prospec¬ 
tive borrower is known to a procuring 
activity, such materially adverse in¬ 
formation should be fully reported to the 
interested contract financing office. 
However, procuring activities are not ex¬ 
pected to make any special investigation 
of the prospective borrower’s financial 
condition in connection with applications 
for loan guarantees, as reports concern¬ 
ing financial condition of prospective 
borrowers are made by the Federal Re¬ 
serve Banks. 

(j) When Certificates of Eligibility are 
requested within a Department, or by one 
Department from another Department, 
reply will be made as promptly as pos- % 
sible, on a priority basis, as delays in* 
financing may retard contract per¬ 
formance. Ordinarily, requests for Cer¬ 
tificates of Eligibility, and pertinent data, 
will be made only with respect to those 
contracts deemed of material con¬ 
sequence under the circumstances of par¬ 
ticular cases. 

(k) In cases involving several con¬ 
tracts or subcontracts, including con¬ 
tracts or subcontracts relatively minor 
in relation to dollar amounts of other 
contracts involved, the processing of 
Certificates of Eligibility should not be 
delayed pending determinations concern¬ 
ing the relatively minor contracts. When 
any office within a procuring activity has 
on hand information concerning the 
substantial preponderance of amount of 
contracts with which it is concerned, its 
action concerning the Certificate of 
Eligibility should be completed without 
awaiting information on which to make 
determinations or recommendations 
concerning minor contracts. Basically, 
in situations involving numerous con¬ 
tracts, the determination as to eligibility 
should be founded upon the need of the 
prospective borrower’s operation in the 
defense production program, and if his 
operation is considered necessary for per¬ 
formance of a substantial preponderance 
of his contracts, it should usually be un¬ 
necessary to make determinations con¬ 
cerning the eligibility of any particular 
minor contracts. 

(l) When a Contracting Officer or 
other person within a procuring activity 
responsible for processing requests for 
Certificates of Eligibility has reason to 
believe that an application for loan 
guarantee has been filed or is about to 
be filed, relating to a contract or sub¬ 
contract within his cognizance, he 
should, without awaiting request for 
Certificate of Elibility or request for 
information bearing on issuance of a 
Certificate of Eligibility, initiate the 
completion and transmittal of such in¬ 


formation and certificate to the ap¬ 
propriate office within his Department, 
for forwarding to the contract financing 
office within the Department. 

SUBPART D—ADVANCE PAYMENTS 

§ 82.38 Scope of subpart . This sub¬ 
part covers policy and procedure for 
advance payments under prime con¬ 
tracts. It is to be applied in conformity 
to the basic policies stated in Appendixes 
1-4 inclusive, annexed to this part. In 
addition to this subpart, other portions 
of this part are applicable to advance 
payments, specifically. §§ 82.1, 82.2. 82.3. 
82.4, 82.7, 82.8, and all of Subpart B of 
this part. 

§ 82.39 Negotiated contracts. Pur¬ 
suant to the authority of Title 10. U. S. 
Code, section 2307, advance payments 
under negotiated contracts may be 
made, with the approval of the Under 
Secretary or the Assistant Secretary 
concerned, in any amount not exceeding 
the contract price and upon such terms 
as the parties shall agree, provided— 

(a) The contractor gives adequate 
security; 

(b) Provision for advance payments 
is in the public interest or in the interest 
of the national defense, as determined 
by the Under Secretary or Assistant 
Secretary concerned; and 

(c) Provision for advance payments 
is necessary, for the procurement of the 
property or services under the contract, 
as determined by the Under Secretary 
or the Assistant Secretary concerned. 

§ 82.39-1 Formally advertised con¬ 
tracts. Advance payments are made on 
formally advertised contracts pursuant 
to the First War Powers Act, 1941, as 
amended, and Executive Order No. 
10210. See Appendixes 2 and 4. 

§ 82.40 Security provisions . The ad¬ 
vance payment agreement under 10 
U. S. C. 2307 (as well as under the First 
War Powers Act, 1941, as amended, as 
provided in Appendix 4) should provide 
for deposit of all payments into special 
bank accounts and should include suit¬ 
able covenants to protect the Govern¬ 
ment’s interest. Advance payments 
under such authorizations should be 
limited to the contractor’s financial 
needs, and withdrawals from the special 
bank accounts provided therefor should 
be closely supervised. The terms govern¬ 
ing advance payments should include as 
security, in addition to or in lieu of the 
requirements for an advance payment 
bond or other security, provision for a 
lien in favor of the Government, para¬ 
mount to all other liens, upon the 
supplies contracted for, upon the credit 
balance in any special account in which 
such payments may be deposited, and 
upon such of the material and other 
property acquired for performance of 
the contract, as the parties shall agree. 

§ 82.41 General limitation on author¬ 
ity. In all cases advance payments shall 
not be authorized unless no other con¬ 
tractor is readily available without 
prejudice to the national defense to 
furnish the desired supplies or services, 
upon terms satisfactory to the Depart¬ 
ment, without provision for advance 
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payments. For guidance,see §§ 82.36 (b) # 
82.37 (b) and (c), 82.42, and Appendix 2. 

§ 82.42 Uses of advance payments. 
Advance payments are last in the general 
order of preferences stated in Appendix 
1. However, as provided in Appendix 4, 
it is not necessary to give consideration 
to availability of other means of financ¬ 
ing. or to use of the contractor’s own 
working capital to the extent possible, in 
connection with (a) nonprofit contracts 
with nonprofit educational or research 
institutions for experimental, research, 
and development work, or (b) contracts 
solely for the management and operation 
of Government-owned plants. Subject 
to the provisions of this part, advance 
payments are considered useful and 
appropriate for, (1), contracts for ac¬ 
quisition of facilities at cost, for Govern¬ 
ment ownership, (2), contracts involving 
operations so remote from a financing 
institution that the financing institution 
could not be expected to provide suitable 
administration of a guaranteed loan, (3), 
contracts of such highly classified na¬ 
ture that the Department considers it 
undesirable for national security to per¬ 
mit assignment of claims under the con¬ 
tract, (4), rare but essential contracts of 
those contractors, unusually weak or 
overextended financially, in those cases 
in which performance may be better 
fostered and risks of financial loss most 
effectively minimized by very close con¬ 
trol of funds and supervision of perform¬ 
ance by personnel of the Department 
concerned, (5), contracts for the financ¬ 
ing of which a financing institution will 
not assume a reasonable portion of the 
risks under a guaranteed loan, and (6), 
exceptional cases in which the utilization 
of advance payments will be more bene¬ 
ficial to the interests of the Government 
than any other available method of fi¬ 
nancing. Circumstances will occur, es¬ 
pecially on contracts with small-business 
concerns, in which advance payments 
will be more beneficial to the interests of 
the Government and more suitable to the 
situation of the contractor than other 
methods of contract financing. If, in¬ 
cident to a bid or proposal, or after award 
of a contract, an otherwise qualified con¬ 
tractor is found to require advance pay¬ 
ments. there should be no hestitation in 
recommending to higher authority that 
advance payments be established. 

§ 82.43 Types of contracts that may 
have advance payments. Advance pay¬ 
ments may be made on any approved 
type of contract, as defined in § 1.201-6 
of Subchapter A of this chapter. 

§ 82.44 Application for advance pay¬ 
ment. The contractor’s application for 
advance payment, whether incident to 
the making of a contract or by way of 
amendment or supplemental agreement 
for advance payments under an existing 
contract, may be in the form of a letter 
request or other w’riting. The applica¬ 
tion should refer to the contract under 
which advance payments are requested, 
and should include or be accompanied 
by. such of the following as may be ap¬ 
propriate under the circumstances of 
the case for full understanding of the 
propriety and reasonable necessity of ad¬ 
vance payments, for evaluation of the 


contractor’s ability to perform its con¬ 
tracts and^to repay the contemplated ad¬ 
vances, and for informed judgment with 
regard to the terms, conditions and pro¬ 
tective provisions that will be appropri¬ 
ate and prudent for the protection of the 
Government. 

(a) Balance sheet and profit and loss 
statement for the most recent fiscal year 
prepared and certified by an independ¬ 
ent public accountant (including his 
comments, if any), and, if available, sim¬ 
ilar financial data for the two previous 
years; also latest available interim bal¬ 
ance sheet and profit and loss statement 
of . the current fiscal year. If audit re¬ 
ports are not available, then correspond¬ 
ing statements should be submitted, 
certified by an authorized officer, partner, 
or individual proprietor as truly and 
fully setting forth the financial condition 
and operating results of the applicant; 
also, if a proprietorship or partnership, 
personal financial statement of proprie¬ 
tor or partners ; 

(b) Appropriate explanation and 
schedules to indicate (1), aging and col¬ 
lectibility of accounts and notes receiv¬ 
able, (2), obsolescence of inventory and 
method of valuing inventory, (3), ade¬ 
quacy of reserves for depreciation, (4), 
aging of accounts and notes payable, in¬ 
cluding schedule of major creditors and 
interest rates and other charges, if any, 
(5), mortgages, liens, pledges, assign¬ 
ments, conditional sales, hypothecations 
and other encumbrances or security ar¬ 
rangements, if any, (6), analysis of sur¬ 
plus, (7), contingent liabilities (and 
liabilities not shown in the financial 
statements), if any, including those on 
endorsements, guarantees, warranties, 
surety bonds, tax assessments or defi- 
ciences, renegotiation, and material liti¬ 
gation pending or threatened, (8), exist¬ 
ing credit or financing arrangements, 
and (9), such other facts as may be ap¬ 
propriate for adequate disclosure and 
understanding of the contractor’s finan¬ 
cial condition; 

(c> Schedule of insurance maintained 
and to be maintained, especially as to 
inventories; 

*d) Schedule of principal contracts 
and orders on hand, showing defense 
orders and civilian orders separately, 
and also indicating bids outstanding and 
contemplated, and explanation concern¬ 
ing contracts under negotiation, in addi¬ 
tion to the contract under which advance 
payments are requested; ** 

<e) Cash forecast, showing estimated 
disbursements and receipts for the 
period in which the requested advance 
payment is expected to be outstanding; 

(f) Schedule of leases, deferred pur¬ 
chase arrangements, and patent or roy¬ 
alty arrangements, outlining terms, and 
indicating relationship, if any, of lessors 
or vendors to the applicant: 

(g) Statement of compensation pay¬ 
able to each officer, partner, proprietor, 
and principal executive, and to each key 
employee receiving comparable compen¬ 
sation, including bonus, commission, and 
profit-sharing arrangements, together 
with similar data for the past two years; 

(h) Statement of all affiliates of the 
contractor, showing financial interests of 
the contractor in affiliates and of affili¬ 


ates in the contractor, and also mutual 
officers, directors, and major stockhold¬ 
ers or owners, and disclosing character 
and amount of business transactions 
with affiliates; also, if a corporation, list 
of major stockholders, and shares held; 

(i) Summary history of contractor 
and its principal management personnel, 
indicating particularly any past in¬ 
solvencies of the applicant or a prede¬ 
cessor or of the officers, partners, or 
proprietors; 

(j) Proposed amount of advance pay¬ 
ments, and maximum percentage of con¬ 
tract price to be advanced; 

<k) Name and address of bank sug¬ 
gested as depository for the advance pay¬ 
ment special account: and 

(1) Except for contracts mentioned in 
§ 82.42 (a) and (b), of description of 
efforts made to obtain private financing, 
including guaranteed loan. 

§ 82.45 Action by contracting officer. 
After such investigation as may be 
appropriate, and analysis of the request 
and information submitted by the con¬ 
tractor, the Contracting Officer should 
transmit to the appropriate office within 
his Department, in original and such 
number of copies as may be required 
within the Department— 

(a) The request and information fur¬ 
nished by the contractor; 

(b) Report of investigation, includ¬ 
ing past dealings with the contractor, 
and comment on the character and re¬ 
sponsibility of the contractor, technical 
ability, and plant capacity; 

(c) Date and identifying symbol of 
the approval of the award, citation of 
the appropriation available, type of con¬ 
tract, dollar amount of contract, the 
items to be supplied, and'schedule of 
deliveries or performance, status of per¬ 
formance and deliveries if any, contem¬ 
plated profit or fee, and copy of contract, 
if available; 

(d) Proposed advance payment con¬ 
tract provisions or supplemental agree¬ 
ment, including proposed security pro¬ 
visions, unless those are to be provided 
by the contract financing office: 

(e) Certificate that (1), the required 
materials or services are essential to the 
national defense, and (2), cannot be pro¬ 
cured readily from an alternative source 
without prejudice to the national de¬ 
fense, upon terms satisfactory to the 
Department, without provision for ad¬ 
vance payments; 

(f) The determination and findings 
mentioned in paragraphs §§ 82.39 (b) 
and (c), unless those are to be provided 
by the contract financing office; 

(g) Recommendation that the ad¬ 
vance payment be approved; 

(h) Justification of proposal, if any, 
for waiver of interest charge (see Ap¬ 
pendix 4); and 

(i) If the Contracting Officer deter¬ 
mines that the requested advance pay¬ 
ment should be disapproved, the con¬ 
tractor’s request, information submitted, 
report of investigation (if any), and 
statement of reasons for adverse de¬ 
termination should be sent forward to 
the Army Comptroller, in the Depart¬ 
ment of the Army, to the Assistant 
Comptroller, Accounting and Finance, 
in the Department of the Navy, and to 
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the Deputy for Contract Financing to 
the Assistant Secretary (Financial Man¬ 
agement) of the Air Force. This infor¬ 
mation may be useful in connection with 
existing or prospective arrangements 
for other financing. 

§ 82.46 Security and covenants. Be¬ 
cause of the variations in circumstances 
cf individual cases, no fixed rule can be 
prescribed for determining adequacy of 
security in a particular case. The mini¬ 
mum security will be that required by 
the provisions of approved contract 
forms, supplemented by such further pro¬ 
visions and arrangements, if any, as may 
be considered appropriate for the pro¬ 
tection of the Government under the 
circumstances of each case. Advance 
payment bonds usually will not be re¬ 
quired. When and to the extent deemed 
necessary and appropriate, special se¬ 
curity provisions will be required, such 
as, for example, personal or corporate 
endorsements or guarantees, pledges of 
collateral, subordination or stand-by of 
other indebtedness, and controls or limi¬ 
tations on profit distributions, salaries, 
bonuses or commissions, rentals and 
royalties, capital expenditures, creation 
of liens, debt retirement or stock retire¬ 
ment, and creation of additional obli¬ 
gations. 

SI 82.47 Advance payments in addi¬ 
tion to progress payments . Where nec¬ 
essary and in accordance with this part, 
advance payments may be authorized in 
addition to progress payments on the 
same contract. 

§ 82.48 Forms of contract provisions 
and supplemental agreements. The ap¬ 
proved forms for agreement covering 
advance payment special bank accounts, 
and approved forms of advance payment 
contract provisions and supplemental 
agreements for use in connection with 
the several types of approved contracts 
are set out below. Variations from the 
approved forms of contract provisions 
for advance payments should be made 
only when necessary in exceptional cir¬ 
cumstances, with the approval of the 
Person having authority to approve the 
particular advance payment contract in¬ 
volved. 

§ 82.48-1 Forms of agreement for 
special bank account. For all advance 
Payments substantially the following 
form of agreement will be used for the 
special bank account or accounts: 

Agreement for Special Bank Account 

Agreement entered into this_day 

°f.195—, between the United States 

of America, hereinafter called the Govern- 
toent. represented by the Contracting Officer 
executing this Agreement.__ a corpor¬ 
ation under the laws of the State of__ 

hereinafter called the Contractor, and_ 

—. a banking corporation under the laws 

01 -- located at__ hereinafter 

called the Bank. 

recitals 

(a) Under date of __ 195—, the 

Government and the Contractor entered Into 

Contract(8) No.__ or a Supplemental 

Agreement thereto, providing for the making 
°f advance payments to the Contractor. Copy 
Jf su ch advance payment provisions has been 
furnished to the Bank. 


(b) Said Contract or Supplemental Agree¬ 
ment requires thrit amounts advanced to the 
Contractor thereunder be deposited in a 
Special Bank Account or accounts at a mem¬ 
ber bank or banks of the Federal Reserve 
System or any "insured” bank within the 
meaning of the Act, creating the Federal De¬ 
posit Insurance Corporation (Act of August 
23, 1935; 49 Stat. 684. as amended; 12 U. S. C. 
264), separate from the Contractor's general 
or other funds; and, the Bank being such a 
hank, the parties are agreeable to so deposit¬ 
ing said amounts with the Bank. 

(c) This Special Bank Account shall be 
designated 


(Name of contractor) 

_Special Bank Account.” 

(Department) 

COVENANTS 

In consideration of the foregoing, and for 
other good and valuable considerations, it is 
agreed that: 

(1) The Government shall have a lien 
upon the credit balance in said account to 
secure the repayment of all advance pay¬ 
ments made to the Contractor, which lien 
shaU be superior to any lien or claim of the 
Bank with respect to such account. 

(2) The Bank will be bound by the pro¬ 

visions of said contract or contracts relating 
to the deposit and withdrawal of funds in 
the above Special Bank Account, but shall 
not be responsible for the application of 
funds withdrawn from said account. After 
receipt by the Bank of written directions 
from the Contracting Officer, or from the 
Administering Office designated in the ad¬ 
vance payment' contract mentioned above, 
or from the duly authorized representative 
of the Contracting Officer or the Administer¬ 
ing Office, the Bank 6hall act thereon and 
shall be under no liability to any party 
hereto for any action taken in accordance 
with the said written directions. Any written 
directions received by the Bank through 
the Contracting Officer upon Department of 
the___stationery end purport¬ 

ing to be signed by, or by the direction of 
_-_or his duly authorized repre¬ 
sentative, shall, In so far as the rights, duties 
and liabilities of the Bank are concerned, 
be conclusively deemed to have been prop¬ 
erly issued and filed with the Bank by the 
Department of the__ 

(3) The Government, or its authorized 
representatives, shall have access to the 
books and records maintained by the Bank 
with respect to such Special Bank Account 
at all reasonable times and for all reason¬ 
able purposes, Including (but without limit¬ 
ing the generality thereof) the inspection 
or copying of such books and records and 
$ny and all memoranda, checks, correspond¬ 
ence or documents appertaining thereto. 
Such books and records shall be preserved 
by the Bank for a period of six (6) years 
after the closing of this Special Bank 
Account. 

( 4 ) In the event of the service of any writ 

of attachment, levy of execution, or com¬ 
mencement of garnishment proceedings with 
respect to the Special Bank Account, the 
Bank will promptly notify ___ 


(Administering office) 

In witness whereof the parties hereto have 
caused this Agreement to be executed as of 
the day and year first above written. 

(Signatures and official titles) 

§ 82.48-2 Advance payment pro¬ 
visions. Approved contract provisions 
for advance payments, with directions 
for use where appropriate, follow: 

(1) Amount of Advance. At the request 
of the Contractor, and subject to the con¬ 


ditions hereinafter set forth, the Govern¬ 
ment shall make an advance payment, or 
advance payments from time to time, to 
the Contractor. No advance payment shall 
be made (i) without the approval of the 
office administering the advance payments 
(hereinafter called the “Administering Of¬ 
fice" and designated in paragraph (14) (d) 
below) as to the financial necessity there¬ 
for; (ii) in an amount which together with % 
all advance payments theretofore made, 
shall exceed the amount stated In paragraph 
(14) (a) below; (iii) without a properly 

certified invoice or invoices. 

(2) Special Bank Account. Until all ad¬ 
vance payments made hereunder, and in¬ 
terest charges, are liquidated and the Ad¬ 
ministering Office approves in writing the 
release of any funds due and payable to the 
Contractor, all advance payments and all 
other payments under the contract shall be 
made by check payable to the Contractor 
and be marked for deposit only in a Special 
Bank Account with the bank designated in 
paragraph (14) (b) below. No part of the 
funds in the Special Bank Account shall he 
mingled with other funds of the Contractor 
prior to withdrawal thereof from the Special 
Bank Account as hereinafter provided. Ex¬ 
cept as hereinafter provided, each with¬ 
drawal shall be made only by check of the 
Contractor countersigned on behalf of the 
Government by the Contracting Officer, or 
such other person or persons as he may 
designate in writing (hereinafter called the 
“Countersigning Agent’*). 

[When considered not reasonably necessary 
for the protection of the Government, the 
countersignature requirement may be waived 
for contractors who are financially strong , 
with good performance records and good 
past experience with regard to contract cost 
disallowances. In such cases, the following 
sentence may be added to paragraph (2)1: 

Until otherwise determined by the Admin¬ 
istering Office, countersignature on behalf of 
the Government will not be required. 

(3) Use of Funds. The funds in the 
Special Bank Account may be withdrawn by 
the Contractor solely for the purposes of mak¬ 
ing payments for direct materials, direct 
labor, and administrative and overhead ex¬ 
penses required for the purposes of this 
contract (including, without limitation, 
payments incident to termination for the 
convenience of the Government) and prop¬ 
erly allocable thereto in accordance with 
generally accepted accounting principles 
(subject to any applicable provision of Sub¬ 
chapter A. Part 15 Section XV of the Armed 
Services Procurement Regulation), or for the 
purpose of reimbursing the Contractor for 
such payments, and for such other purposes 
as the Administering Office may approve In 
writing. Any interpretation required as to 
the proper use of funds shall be made in 
writing by the Administering Office. 

|Jn the case of a cost reimbursement con¬ 
tract, insert the following paragraph instead 
of paragraph (3;J 

(3) Use of Funds. The funds In the 
Special Bank Account may be withdrawn by 
the Contractor solely for the purposes of mak¬ 
ing payments for items of allowable cost as 

defined in Article_of this contract, or to 

reimburse the Contractor for such items of 
allowable cost, and for such other purposes 
as the Administering Office may approve in 
writing. Any interpretation required as to 
the proper use of funds shall be made in 
writing by the Administering Office. 

(4) Return of Funds. The Contractor 
may at any time repay all or any part of the 
funds advanced hereunder. Whenever so re¬ 
quested in writing by the Administering 
Office, the Contractor shall repay to the Gov¬ 
ernment such part of the unliquidated bal¬ 
ance of advance payments as shall in the 
opinion of the Administering Office be In 
excess of current requirements, or (when 
added to total advances previously made and 
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liquidated) in excess of the amount, per¬ 
centage of the contract price or estimated 
cost as the case may be, specified in para¬ 
graph 14 (a). In the event the Contractor 
fatls to repay such part of the unliquidated 
balance of advance payments when so re¬ 
quested by the Administering Office, all or 
any part thereof may be withdrawn from the 
Special Bank Account by checks payable to 
the Treasurer of the United States signed 
solely by the Countersigning Agent and ap¬ 
plied in reduction of advance payments then 
outstanding hereunder. 

(5) Liquidation . If not otherwise liqui¬ 
dated, the advance payments made here¬ 
under and interest charges, if any. shall be 
liquidated as herein provided. When the 
sum of all payments under this contract, 
other than advance payments, plus the un¬ 
liquidated amount of advance payments and 

interest charges are equal to (__ percent) 

of the stated contract price of $-- 

or such lesser amount to which the contract 
price may have been reduced, plus (1) in¬ 
creases, if any (not resulting from any pro¬ 
visions for price redetermination or escala¬ 
tion), in the above stated contract price 

not exceeding, in the aggregate $-- 

(Insert here not more than 10 percent of 
stated contract price above ) and (li) all 
increases in contract price resulting from 
any provision for price redetermination or 
escalation, the Government shall thereafter 
withhold further payments to the Contractor 
and apply the amounts withheld against the 
Contractor’s obligation to repay such advance 
payments and interest charges until such 
advance payments and interest charges shall 
have been fully liquidated. If upon comple¬ 
tion or termination of the contract all ad¬ 
vance payments and interest charges have 
not been fully liquidated, the balances 
thereof shall be deducted from any sums 
otherwise due or which may become due to 
the Contractor from the Government, and 
any deficiency shall be paid by the Contractor 
to the Government upon demand. 

[The percentage stated above should not 
be more than 95 percent. In appropriate 
cases, where more rapid liquidation is de¬ 
sirable, the folloioing sentence may be in¬ 
serted at the beginning of paragraph (5), 
with the same percentage specified as that 
stated in paragraph 14 (a) ]: 

To liquidate the principal amount of any 
advance payment made to the Contractor 

hereunder, there shall be deductions of_ 

percent from any and all payments made 
by the Government under the contracts 
involved. ^ 

|/n case of a cost reimbursement contract , 
insert the following paragraph J: 

(5) Liquidation . If not otherwise liqui¬ 
dated, the advance payments made here¬ 
under and interest charges, if any. shall be 
liquidated as herein provided. When the 
sum of all payments under this contract, 
other than advance payments, plus the un¬ 
liquidated amount of advance payments and 
Interest charges are equal to the total esti¬ 
mated cost of -for the work under 

this contract (not including fixed fee. if 
any), or such lesser amount to which the 
total estimated cost under this contract may 
have been reduced, plus increases, if any, in 
this total estimated cost not exceeding, in 

the aggregate. $__ 

(Insert not more than 10 percent of estimated 
costs stated above) (including without limi¬ 
tation. reimbursable costs Incident to termi¬ 
nation for the convenience of the Govern¬ 
ment as estimated by the Contracting 
Officer), the Government shall thereafter 
withhold further payments to the Contractor 
and apply the amounts withheld against the 
Contractor’s obligation to repay such advance 
payments and interest charges, until such 
advance payments and interest charges shall 
have been fully liquidated. If upon con- 
pletion or termination of the contract all 
advance payments and interest charges have 


not been fully liquidated, the balances there¬ 
of shall be deducted from any sums otherwise 
due or which may become due to the Con¬ 
tractor from the Government, and any 
deficiency shall be paid by the Contractor 
to the Government upon demand. 

(6) Interest Charge. If required in para¬ 
graph (14) (c) below and at the rate therein 
specified, the Contractor shall pay interest 
to the Government upon the daily unliqui¬ 
dated balance of advance payments made 
under this contract. If the full amount of 
such interest is not paid by deduction or 
otherwise upon the completion or termina¬ 
tion of this contract, the deficiency shall be 
paid by the Contractor to the Government 
upon demand. Interest at the rate spec¬ 
ified in paragraph (14) (c) shall be computed 
at the end of each calendar month on the 
average daily balance of the principal of 
the advance payments outstanding. In de¬ 
termining such balance, (1) charges on ac¬ 
count of the advance payments to the Con¬ 
tractor shall be made as of the date of the 
checks therefor, and (2), credits arising from 
deductions from payments to the Contrac¬ 
tor 6hall be made as of the date of issue of 
the checks for such payments. (For cost 
reimbursement contracts, use, instead of 
(2) above: (2) credits resulting from deduc¬ 
tions from cost reimbursements shall be 
made upon the approrml of the vouchers by 
the Disbursing Officer, as of the dates respec¬ 
tively upon which the Contractor presents 
to the Contracting Officer or his duly author¬ 
ized representative full and accurate data 
for the preparation of each such voucher , 
which data shall as to each such voucher 
be certified by the Contracting Officer or his 
duly authorized representative. | Also, in 
determining such balance, credits arising 
from cash repayments to the Government by 
the Contractor shall be made as of the date 
the checks therefor are received by the Dis¬ 
bursing Officer. As soon as such monthly 
computations shall have been made, the in¬ 
terest charge so determined shall be deduc¬ 
ted from any payments otherwise due to 
the Contractor under the contracts on which 
advance payments have been made. |For 
cost-plus-fixed-fee contracts, use . the follow¬ 
ing. instead of the next preceding sentence: 
As soon as such monthly computations shall 
have been made, the interest charge so de¬ 
termined shall be deducted from any pay¬ 
ments on account of the fixed fee which may 
be made to the Contractor from time to time 
under this Contract. | In the event the ac¬ 
crued interest exceeds any such payment, the 
excess of such interest shall be carried for¬ 
ward and deducted from subsequent pay¬ 
ments on account of the contract price or 
fixed fee as the case may be. The interest 
shall not be compounded, and shall, sub¬ 
ject to the provisions of paragraph (11) 
hereof, cease to acrue with respect to each 
contract upon which advance payments are 
outstanding hereunder, upon termination 
of such contract for other than the fault of 
the Contractor, or upon the date found by 
the Contracting Officer to be the date upon 
which the Contractor completed his perform¬ 
ance under the contract. 

(7) Bank Agreement. Before an advance 
payment is made hereunder, the Contractor 
shall transmit to the Administering Office, 
in the form prescribed by such office,' an 
Agreement in triplicate from the bank in 
which the Special Bank Account is estab¬ 
lished. clearly setting forth the Bpecial 
character of the account and the responsi¬ 
bilities of the bank thereunder. Wherever 
possible, such bank shall be a member bank 
of the Federal Reserve System, or an “in¬ 
sured” bank within the meaning of the Act 
creating the Federal Deposit Insurance Cor¬ 
poration (Act of August 23. 1935, 49 Stat. 684, 
as amended; 12 U. S. C. 264). 

(8) Lien on Special Bank Account. The 
Government shall have a lien upon any bal¬ 
ance in the Special Bank Account paramount 


to all other liens, which lien shall secure the 
repayment of any advance payments made 
hereunder together with interest charges 
thereon. 

(9) Lien on Property Under Contract. 
Any and all advance payments made under 
this contract, together with interest charges 
thereon, shall be secured, when made, by a 
lien in favor of the Government, paramount 
to all other liens, upon the supplies or other 
things covered by this contract and on all 
material and other property acquired for or 
allocated to the performance pf this con¬ 
tract. except to the extent that the Govern¬ 
ment by virtue of any other provision of this 
contract, or otherwise, shall have valid title 
to such supplies, materials, or other property 
as against other creditors of the Contractor. 
The Contractor shall identify by marking or 
segregation all property which is subject to 
a lien in favor of the Government by virtue 
of any provision of this contract in such a 
way as to indicate that it is subject to such 
lien and that it has been acquired for or 
allocated to the performance of this con¬ 
tract. If for any reason such supplies, ma¬ 
terials, or other property are not identified 
by marking or segregation, the Government 
shall be deemed to have a lien to the extent 
of the Government’s interest under this 
contract on any mass of property with which 
such supplies, materials, or other property 
are commingled. The Contractor shall 
maintain adequate accounting control over 
such property on its books and records. If 
at any time during the progress of the work 
on the contract It becomes necessary to de¬ 
liver any item or items and materials upon 
which the Government has a lien as afore¬ 
said to a third person, the Contractor shall 
notify such third person of the lien herein 
provided and shall obtain from such third 
person a receipt, in duplicate, acknowledg¬ 
ing, inter alia, the existence of such lien. A 
copy of each receipt shall be delivered by 
the Contractor to the Contracting Officer. 
If this contract is terminated in whole or in 
part and the Contractor is authorized to sell 
or retain termination inventory acquired 
for or allocated to this contract, such sale 
or retention shall be made only if approved 
by the Contracting Officer, which approval 
shall constitute a release of the Govern¬ 
ment’s lien hereunder to the extent that 
such termination inventory is sold or re¬ 
tained, and to the extent that the proceeds 
of the sale, or the credit allowed for such 
retention on the contractor’s termination 
claim, is applied in reduction of advance 
payments then outstanding hereunder. 

(10) Insurance. The Contractor repre¬ 
sents and warrants that it is now maintain¬ 
ing with responsible insurance carriers, (i) 
insurance upon its own plant and equipment 
against fire and other hazards to the extent 
that like properties are usually insured by 
others operating plants and properties of 
similar character in the same general lo¬ 
cality: (11) adequate insurance against lia¬ 
bility on account of damage to persons or 
property; and (ill) adequate insurance un¬ 
der all applicable workmen’s compensation 
laws. The Contractor agrees that, until 
work under this contract has been completed 
and all advance payments made hereunder 
had been liquidated, It will (1) maintain 
such Insurance; (ii) maintain adequate in¬ 
surance upon any materials, parts, assem¬ 
blies, sub-assemblies, supplies, equipment 
and other property acquired for or allocable 
to this contract and subject to the Govern¬ 
ment Hen hereunder; and (lii) furnish such 
certificates with respect to its insurance as 
the Administering Office may from time to 
time require. 

(11) Default Provisions. Upon the hap¬ 
pening of any of the following events of 
default, (i) termination of this contract by 
reason of fault of the Contractor (11) a 

ing by the Administering Office that the 
Contractor (a) has failed to observe any ol 
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the covenants, conditions or warranties of 
these provisions or has failed to comply with 
tny material provision of this contract, or 
(b! has so failed to make progress, or is in 
such unsatisfactory financial condition, as 
to endanger performance of this contract, 
a - (c) has allocated inventory to this con¬ 
tract substantially exceeding reasonable 
requirements, or (d) Is delinquent in pay¬ 
ment of taxes or of the costs of performance 
of this contract in the ordinary course of 
business; (111) appointment of a trustee, 
receiver or liquidator for all or a substantial 
part of the Contractor’s property, or institu¬ 
tion of bankruptcy, reorganization, arrange¬ 
ment or liquidation proceedings by or 
against the Contractor; (iv) service of any 
writ of attachment, levy of execution, or 
' commencement of garnishment proceedings 
wi-h respect to the Special Bank Account; or 
(v) the commission of an act of bankruptcy; 
the Government, without limiting any rights 
which It may otherwise have, may, in its 
discretion and upon written notice to the 
Contractor, withhold further withdrawals 
from the Special Bank Account and with¬ 
hold further payments on this contract. 

-Upon the continuance of any such events 
of default for a period of thirty (30) days 
after such written notice to the Contractor, 
the Government may, in its discretion, and 
without limiting any other rights which the 
Government may have, take the following 
I additional actions as it may deem appropri¬ 
ate in the circumstances; (a) withdraw all 
or any part of the balance in the Special 
Bank Account by checks payable to the 
Treasurer of the United States signed solely 
by the Countersigning Agent and apply such 
aiounts in reduction of advance payments 
then outstanding hereunder and in reduc¬ 
tion of any other claims of the Government 
against the Contractor; (b) charge interest 
on advance payments outstanding during 
the period of any such event of default at 
the rate of six percent (6%) per annum; 

(c) demand immediate repayment of the un¬ 
liquidated balance of advance payments 
hereunder; or (d) take possession of and, 
with or without advertisement, sell at public 
sale at which the Government may be the 
purchaser, or at a private sale, all or any 
part of the property on which the Govern¬ 
ment has a lien under this contract and, 
alter deducting any expenses incident to 
such sale, apply the net proceeds of such sale 
In reduction of the unliquidated balance of 
advance payments hereunder and in reduc¬ 
tion of any other claims of the Government 
against the Contractor. 

(12) Prohibition Against Assignment. 
Notwithstanding ai\y other provision of this 
contract, the Contractor shall not transfer, 
pledge, or otherwise assign this contract, or 
any interest therein, or any claim arising 
thereunder, to any party or parties, bank, 
trust company or other financing Institution. 

(13) Information—Access to Records. 
TLe Contractor shall furnish to the Ad¬ 
ministering Office signed or certified balance 
sheets and profit and loss statements month¬ 
ly. or at such other intervals as may be re¬ 
quired, together with a monthly report on 
the operation of the Special Bank Account 
to prescribed form, and such other informa¬ 
tion concerning the operation of the Con¬ 
tractor’s business as may be requested. The 
Contractor shall afford to authorized repre¬ 
sentatives of the Government proper facili¬ 
ties for inspection and audit of the Con¬ 
tractor’s books, records and accounts. 

(14) Designations and Determinations. 

(a) Amount. The aggregate amount of 

the advance payments to be made hereunder 
(less the aggregate amounts repaid or with¬ 
drawn pursuant to paragraph (4)) shall not 
exceed $__ or_percent of the con¬ 
tract price (which is now $_..). as it 

^y be amended, whichever shall be the 
smaller. [For cost reimbursement contracts . 
insert the following:\ (a) Amount. The ag¬ 


gregate amount of the advance payments to 
be made hereunder (less the aggregate 
amounts repaid or withdrawn pursuant to 

paragraph (4)) shall not exceed $-- 

or_ percent of the estimated cost of 

this contract (exclusive of the Contractor’s 
fixed fee), as such cost may be amended 
from time to time, whichever shall be the 
smaller. 

(b) Depository. The bank designated for 

the deposit of payments made hereunder 
shall be__ 

(c) Interest Charge. Interest shall be 
charged In the manner provided herein at 
the rate of five percent per annum. (In the 
case of advance payments made without in- 
terest, insert the following:) 

No interest shall be charged for advance 
payments made hereunder, except as pro¬ 
vided for In paragraph (11) (b). The Con¬ 
tractor shall charge interest at the rate of 
five percent per annum on sub-advances or 
down payments to subcontractors, and such 
interest will be credited to the account of 
the Government. However, Interest need 
not be charged on sub-advances on non¬ 
profit subcontracts with nonprofit edu¬ 
cational or research institutions for experi¬ 
mental, research or development work. 

(d) Administering Office. The office ad¬ 

ministering advance payments is designated 
as__ 

(15) Other Security. The terms of this 
contract shall be considered adequate se¬ 
curity for advance payments hereunder, ex¬ 
cept that if at any time the Administering 
Office deems the security furnished by the 
Con tractor to be Inadequate, the Contractor 
shall furnish such additional -security as may 
be satisfactory to the Administering Office, 
to the extent that such additional security 
is available. 

(16) Representations and Warranties. To 
induce the making of the advance payments, 
the Contractor represents and warrants that: 

(a) The balance sheet, the profit and loss 
statement and any other supporting financial 
statements, heretofore furnished to the Ad¬ 
ministering Office, fairly reflect the financial 
condition of the Contractor at the date 
shown on said balance sheet and the results 
of the operation for the period covered by 
the profit and loss statement, and since said 
date there has been no materially adverse 
change in the financial condition of the Con¬ 
tractor. 

(b) No litigation or proceedings are pres¬ 
ently pending or threatened against the 
Contractor, except as shown In the above 
statements. 

( 9 ) The Contractor, apart from liability 
resulting from the renegotiation of defense 
production contracts, has no contingent lia¬ 
bilities not provided for or disclosed In the 
financial statements furnished to the Ad¬ 
ministering Office. 

(d) None of the provisions herein con¬ 
travenes or is in conflict with the authority 
under which the Contractor is doing busi¬ 
ness or with the provision of any existing 
Indenture or agreement of the Contractor. 

(e) The Contractor has the power to enter 
into this contract and accept advance pay¬ 
ments hereunder, and has taken all nec¬ 
essary action to authorize such acceptance 
under the terms and conditions of this con¬ 
tract. 

(f) None of the assets of the Contractor 
is subject to any lien or encumbrance of any 
character except for current taxes not de¬ 
linquent. and except as shown in the finan¬ 
cial statements furnished by the Cofitractor 
to the Administering Office. There has been 
no assignment of claims under any contract 
affected by these advance payment provi¬ 
sions. or if there has been any assignment, 
such assignments have been terminated. 

(g) All information furnished by the Con¬ 
tractor to the Administering Office in con¬ 
nection with each request for advance pay¬ 
ments is true and correct. 


(h) These representations and warranties 
shall be continuing, and shall be deemed to 
have been repeated by the submission of 
each Invoice for advance payments. 

(IT) Sub-advances. Substantially the fol¬ 
lowing provision should be included in the 
contract when sub-advances are, contem¬ 
plated : 

Subject to the prior written approval of 
the Administering Office, funds from the 
Special Bank Account may be used by the 
Contractor to make advance payments or 
down payments to subcontractors and ma¬ 
terialmen in advance of performance by the 
subcontractor or materialman. Such sub¬ 
advances shall not exceed_percent of 

the subcontract price or estimated cost as 
the case may be, and the subcontractors or 
materialmen to whom such advances are 
made shall furnish adequate security there¬ 
for. Unless other security is required by the 
Administering Office, covenants in subcon¬ 
tracts, expressly made for the benefit of the 
Government providing for a Special Bank 
Account for the sub-advance, with Govern¬ 
ment lien thereon, and providing for a Gov¬ 
ernment lien, paramount to all other liens, 
on all property under such subcontract, and 
imposing upon the sxibcontractor and the 
depository bank substantially the same du¬ 
ties and giving the Government substantial¬ 
ly the same rights as are provided herein 
(and in the Agreement for Special Bank Ac¬ 
count supplementary hereto) between the 
Government, the Contractor and the Bank, 
may be considered as adequate security for 
such sub-advance. 

(18) Covenants „ The following are ex¬ 
amples of some special protective provisions 
(subject to modification to adapt to the cir¬ 
cumstances of individual cases) that may be 
utilized when and to the extent deemed ap¬ 
propriate in particular cases. 

During the period of time that advance 
payments may be made hereunder, and so 
long as any such advance payments remain 
unliquidated, the Contractor shall not, with¬ 
out the prior written consent of the Ad¬ 
ministering Office— 

(a) Mortgage, pledge, or otherwise en¬ 
cumber. or suffer to be encumbered, any of 
the assets of the contractor now owned or 
hereafter acquired by it, or permit any pre¬ 
existing mortgages, liens, or other encum¬ 
brances to remain on or attach to any assets 
of the Contractor which are allocated to the 
performance of this contract and with re¬ 
spect to which the Government has a lien 
hereunder; 

(b) Sell, assign, transfer or otherwise dis¬ 
pose of accounts receivable, notes or claims 
for money due or to become due; 

(c) Declare or pay any dividends, except 
dividends payable in stock of the corpora¬ 
tion, or make any other distribution on ac¬ 
count of any shares of its capital stock, or 
purchase, redeem, or otherwise acquire for 
value any such stock, except as required by 
sinking fund or redemption arrangements 
reported to the Administering Office incident 
to the establishment of these advance pay¬ 
ment provisions; 

(d) Sell, convey or lease all or a sub¬ 
stantial part of its assets; 

(e) Acquire for value the stock or other 
securities of any corporation, municipality, 
or Governmental authority, except direct 
obligations of the United States; 

(f) Make any advance or loan to or incur 
any liability as guarantor, surety, or ac¬ 
commodation endorser for any other firm, 
person, or corporation; 

(g) Permit a wrlt^of attachment or any 
similar process to be issued against its 
property without procuring release thereof 
or bonding the same within 30 days after 
the entry of the writ of attachment or any 
similar process; 

(h) Pay any salaries, commissions, bonus¬ 
es. or other remuneration In any form or 
manner to Its directors, officers, or key em¬ 
ployees in excess of existing rates of pay- 
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merits or of rates provided In existing agree¬ 
ments. in connection with which notice has 
been given to the Administering Office, or 
accrue such excess remuneration without 
first obtaining an agreement subordinating 
the same to all claims of the Government 
hereunder, or employ any person at a rate 

of compensation in excess of $_per 

annum; 

(i) Make any substantial change in man¬ 
agement, ownership, or control of the cor¬ 
poration; 

(J) Merge or consolidate with any other 
firm or corporation, change the type of Its 
business or engage in any transaction out¬ 
side the ordinary course of its business as 
presently conducted; 

(k) Deposit any of Its funds except in a 
bank or trust company insured by the Fed¬ 
eral Deposit Insurance Corporation; 

(l) Create or incur indebtedness for bor¬ 
rowed money or advances other than ad¬ 
vances to be made hereunder, except as 
specified herein; 

(m) Make or covenant itself to make 

capital expenditures exceeding in the ag¬ 
gregate $-; 

(n) Permit its net current assets, calcu¬ 

lated in accordance with generally accepted 
accounting principles, to become less than 
$_; or 

(o) Make any payments on account of the 
obligations listed below, except in the man¬ 
ner and to the extent herein provided. 

SUBPART E—PROGRESS PAYMENTS BASED 
ON COSTS 

§ 82.49 Scope. This subpart pro¬ 
vides uniform policies, procedures and 
forms for progress payments based on 
costs. Appendixes 1, 2, 3 and 5 to this 
part apply to this subpart E. 

§ 82.49-1 References. Sections 82.1, 
82.2, 82.3, 82.4, 82.9, 82.10, 82.11-82.18, 
inclusive, and 82.37 (g), and Appendixes 
1, 2 and 3, apply to all progress pay¬ 
ments, whether based on costs or on a 
percentage or stage of completion. 

§ 82.49-2 Exclusions. This subpart 
does not apply to (a) cost-reimburse¬ 
ment type contracts or (b) contracts for 
construction (as defined in § 10.101-6 of 
Subchapter A), or for shipbuilding or 
ship conversion, alteration or repair, 
when such contracts provide for prog¬ 
ress payments based on a percentage or 
stage of completion. 

§ 82.49-3 Contract coverage. Except 
as provided in § 82.49-2, this subpart ap¬ 
plies to all contracts (as defined in 
§ 1.201-6 of subchapter A) providing for 
progress payments. 

§ 82.50 Standards. Basic standards 
for progress payments are stated in Ap¬ 
pendixes 2 and 5. These standards ap¬ 
ply to all new procurement, and also to 
all changes concerning progress pay¬ 
ments (§ 82.63-5). Parts III and V of 
Appendix 5 also apply to existing con¬ 
tracts, whenever consistent therewith. 
See also § 82.17, and particularly para¬ 
graphs (A), (B) and (C) of Part HI of 
Appendix 2. 

§ 82.51 Percentage or stage of complex 
tion. Progress payments based on a per¬ 
centage or stage of completion will be 
confined to contracts for construction 
(as defined in § 10.101-6 of subchapter 
A of this chapter), shipbuilding and ship 
conversion, alteration or repair. For all 
other contracts, including any separate 
contracts for engines, machinery, equip¬ 
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ment or other components for ships, the 
only types of progress payment provi¬ 
sions will be those based on costs, as au¬ 
thorized herein. However, on existing 
contracts which provide for progress 
payments based on a percentage or stage 
of completion, it is not required that 
provision for progress payments based 
on costs be substituted in connection 
with future amendments, supplements 
or modifications, if such substitution is 
found impracticable. (See § 82.63-1.) 

§ 82.52 Accounting system and co;i- 
trols. The contractor’s accounting sys¬ 
tem and controls must be adequate for 
the proper administration of progress 
payments. If the contractor’s account¬ 
ing system and controls have been found 
(by experience or by one of the military 
audit agencies) to be sufficient and re¬ 
liable for segregation and accumulation 
of contract costs, no further examination 
should be necessary so long as the effi¬ 
ciency and reliability of the contractor’s 
system and controls are maintained. In 
all doubtful cases, including contracts 
with contractors with whom a military 
audit agency has had no experience 
within the next preceding twelve months, 
the adequacy of the contractor’s ac¬ 
counting system and controls shall be 
determined, and any necessary changes 
accomplished, before inclusion of a pro¬ 
gress payment clause in a contract. For 
this purpose, the services of the military 
audit agencies should be utilized to the 
greatest extent practicable. 

§ 82.53 Information required. The 
information required to support a con¬ 
tract provision for progress payments is 
that which is found necessary under the 
circumstances of each case to establish 
that the case complies with this Subpart 
E of this part, including the standards of 
the applicable one of Part in or Part IV 
of Appendix 5. See also, § 82.15 and 
§ 1.307 of Subchapter A. 

§ 82.54 Indefinite quantity contracts . 
For indefinite quantity contracts, con¬ 
templating requisitions, delivery orders, 
work orders, task orders, job orders or 
their equivalent, if the contractor meets 
all other requirements for customary 
progress payments (Appendix 5)., the de¬ 
cision as to whether progress payments 
come within the customary category will 
depend upon estimates of the amount of 
work expected to be done, and the pro¬ 
duction lead time expected to be nec¬ 
essary for the major part of the work 
anticipated. In these cases, provision 
for progress payments in the indefinite 
quantity contract may be deemed cus¬ 
tomary if the amounts involved, and the 
production lead time, will result in the 
substantial equivalent of the customary 
progress payment described in Appendix 
5. The standards for unusual progress 
payments govern when progress pay¬ 
ments are not of the customary type. 

§ 82.54-1 Administration. When 
progress payments are provided in the 
cases mentioned in § 82.54, such as in¬ 
definite quantity contracts for overhaul 
or maintenance, (a) the contract price 
is deemed to be the total of the amount 
of requisitions, delivery orders, work or¬ 
ders, task orders or their equivalent 


Issued under the basic contract, (b) 
costs for progress payment purposes are 
the costs allocable to all such requisi¬ 
tions, etc., and (c) payments and liquida¬ 
tions will be handled in the same way as 
If all such requisitions, etc. constituted 
work under a single fixed price type 
contract. 

§ 82.55 Advance payments. When 
advance payments and progress pay¬ 
ments are authorized in the same con¬ 
tract, progress payment percentages will 
not exceed 90 percent of direct labor 
and material costs or 75 percent of total 
costs, whichever may be applicable. 

§ 82.56 Formal advertising. When¬ 
ever, incident to formal advertising, the 
Contracting Officer considers (a) that 
the period between the beginning of 
w r ork and the required first production 
delivery will exceed six months, or (b) 
that progress payments will be useful 
or necessary by reason of unusual cir¬ 
cumstances that will involve substantial 
accumulation of pre-delivery costs that 
may have a material impact on a con¬ 
tractor’s working funds (including but 
not limited to substantial small business 
set-asides expected to involve a rela¬ 
tively large pre-delivery accumulation of 
materials, purchased parts or compo¬ 
nents) the invitations for bids shall 
state that upon written request by the 
prospective contractor a progress pay¬ 
ment clause (to be included in the in¬ 
vitations for bids or identified by appro¬ 
priate reference therein, and to be the 
appropriate one of the contract clauses 
at 75 percent of total costs or 90 percent 
of costs of direct labor and material) 
will be included in the contract at the 
time of award. These invitations for 
bids providing for progress payments 
shall also state that bids including re¬ 
quests for progress payments will be 
evaluated on an equal basis with those 
not including requests for progress pay¬ 
ments. 

§ 82.56-1 The standards and proce¬ 
dure prescribed by the first two para¬ 
graphs of Part IV of Appendix 5 will 
not apply to the cases mentioned in 
§ 82.56. 

§ 82.57 Use of progress payments by 
Contractors. It is expected that the 
contractor will use the progress pay¬ 
ments made by the Government, or 
equivalent amounts of money, to pay the 
costs incurred in the performance of the 
contract under which progress payments 
are made. 

§ 82.58 Definitions. As used herein, 
the following terms have the meanings 
set forth below. 

§ 82.56-1 Progress payments. See 
§ 82.10. The term ‘‘progress payments” 
must be distinguished from “partial pay¬ 
ments”. The term “partial payments” 
describes only (1) payments for partial 
deliveries accepted by the Government 
under a contract, or (2) partial pay¬ 
ments on contract termination claims. 

§ 82.58-2 Customary progress pay¬ 
ments. See Part III of Appendix 5. 

§ 82.58-3 Unusual progress payments . 
See Part IV of Appendix 5. 
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§ 82.58-4 Costs. Costs include all ex¬ 
penses of contract performance which 
are reasonable, allocable to the contract, 
consistent with sound and generally ac¬ 
cepted accounting principles and prac¬ 
tices, and not excluded by the contract. 
The term “costs” includes “incurred 
costs” when the contractor is not de¬ 
linquent in payment of costs of contract 
performance in the ordinary course of 
business. It may also include incurred 
costs, after such delinquency, to the ex¬ 
tent provided in § 82.71-4. 

§ 82.58-5 Incurred costs. Incurred 
costs are those costs identified through 
the use of the accrual method of ac¬ 
counting and reporting. As to invoices, 
incurred costs include only invoices for 
completed work to which the prime con¬ 
tractor has acquired title, for materials 
delivered (to which the prime contractor 
has acquired title), for services rendered, 
and for costs billed under cost reimburse¬ 
ment or time and material subcontracts 
for work to which the prime contractor 
has acquired title, and paid invoices for 
progress payments to subcontractors 
(when such progress payments are spe¬ 
cifically provided for by the prime con¬ 
tract) , all properly recorded on the books 
of the contractor and identified with the 
contract. Costs incurred include costs 
of direct labor, direct material, and di¬ 
rect services identified with and neces¬ 
sary for the performance of the contract, 
and also all properly allocated and allow¬ 
able overhead (indirect) costs as shown 
by the books of the contractor. 

§ 82.58-6 Unliquidated progress pay¬ 
ments. Unliquidated progress payments 
are the aggregate sum of all progress 
payments made, less the aggregate sum 
of amounts applied to reduce progress 
payments. 

§ 82.58-7 Contract price. The term 
contract price means the total amount 
fixed by the contract (other than any 
portion of the contract specifically pro¬ 
viding for cost reimbursement only), as 
amended, to be paid for complete per¬ 
formance of the contract. If the con¬ 
tract provides for escalation or for re¬ 
determination of price, this term means 
the initial price until changed and not 
the ceiling price. If the contract is of 
the incentive type, this term means the 
initial or target price until changed, and 
not the ceiling or maximum price. For 
letter contracts and similar preliminary 
contractual instruments, this term means 
the maximum expenditure authorized by 
the contract, as amended. 

$ 82.58-8 Amendments , supplements 
and modifications. The terms “amend¬ 
ment’*, “supplement”, and “modification” 
are used interchangeably, and wherever 
one of these terms is used it includes 
the others. The terms “separate new 
contracts”, and “separate contracts”, as 
used herein, do not include “amend¬ 
ments”. 

§ 82.58-9 Stronger and larger con¬ 
tractors. The term “stronger and larger 
contractors”, as used in the last sentence 

Part HI of Appendix 5, does not in¬ 
clude small business concerns. 


§ 82.58-10 Deviation. The term “de¬ 
viation” means (a) any change, addition 
to, or deletion from the contract clauses 
and certificate forms required by this 
Subpart E, (b) any contract provision, 
outside the progress payment clause, 
which would have the effect of altering or 
changing the effect of the progress pay¬ 
ment clauses provided herein, and (c) 
any variation from this part. 

§ 82.59 Contract clauses. Except as 
otherwise provided in § 82.63 one of the 
following progress payments clauses shall 
be used whenever progress payments are 
to be made to a contractor based upon a 
percentage of costs, whether or not the 
contract schedule provides for reim¬ 
bursement of progress payments to sub¬ 
contractors. (See § 82.59-3.) 

§ 82.59-1 Total costs clause *. 

Progress Payments. Progress payments 
shall be made to the Contractor as work pro¬ 
gresses. from time to time upon request. In 
amounts approved by the Contracting Officer 
upon the following terms and conditions: 

(a) Computation of Amounts. (1) Unless 
a smaller amount Is requested, each progress 
payment shaU be (1) 75 percent of the 
amount of the Contractor’s total costs in¬ 
curred under this contract plus (ii) to the 
extent. If any. provided In the Schedule, the 
amount of the progress payments made by 
the Contractor to its subcontractors and re¬ 
maining unliquidated: all less the sum of 
previous progress payments. 

(2) The Contractor’s total costs shall be 
reasonable, allocable to this contract, and 
consistent with sound and generally ac¬ 
cepted accounting principles and practices. 
However, such costs shall not include (1) any 
costs Incurred by subcontractors or suppliers, 
or (ii) any payments or amounts payable to 
subcontractors or suppliers, except for com¬ 
pleted work (including partial deliveries) to 
which the Contractor has acquired title and 
except for amounts paid or payable under 
cost-reimbursement or time and material 
subcontracts for work to which the Contrac¬ 
tor has acquired title, or (iii) costs ordinarily 
capitalized and subject to depreciation or 
amortization except for the properly depre¬ 
ciated or amortized portion of such costs. 

(3) The amount of unliquidated progress 
payments shall not exceed the lesser of (i) 
75 percent pi the costs mentioned in (a) (1) 
(i), above, plus any unliquidated progress 
payments mentioned in item (a) (1) (ii) 
above, both of which are applicable only to 
the supplies and services not yet delivered 
and invoiced to and accepted by the Govern¬ 
ment. or, (ii) 75 percent of the total contract 
price of supplies and services not yet de¬ 
livered and invoiced to and accepted by the 
Government, less unliquidated advance 
payments. 

(4) The aggregate amount of progress 
payments made shall not exceed 75 percent 
of the total contract price. 

(5) If at any time a progress payment or 
the ifnliquidated progress payments exceed 
the amount permitted by this paragraph 
(a), the Contractor shall pay the amount of 
such excess to the Government upon de¬ 
mand. 

(b) Liquidation. Except as provided in 
the clause entitled “Termination For Con¬ 
venience of the Government”, all progress 
payments shall be liquidated by deducting 
from any payment under this contract, 
other than advance or progress, the amount 
of unliquidated progress payments, or 75 
percent 1 of the gross amount invoiced. 


^For lower percentage for this paragraph, 
see Part IV of Appendix 2. 


whichever is less. Repayment to the Gov¬ 
ernment required by a retroactive price re¬ 
duction will be made after recalculating 
liquidations and payments on past invoices 
at the reduced prices and adjusting the un¬ 
liquidated progress payments accordingly. 

(c) Reduction or Suspension. The Con¬ 
tracting Officer may reduce or suspend prog¬ 
ress payments, or liquidate them at a rate 
higher than the percentage stated in (b) 
above, or both, whenever he finds upon sub¬ 
stantial evidence that the Contractor (i) has 
failed to comply with any material require¬ 
ment of this contract, (ii) has so failed to 
make progress, or is in such unsatisfactory 
financial condition, as to endanger perform¬ 
ance of this contract, (ill) has allocated in¬ 
ventory to this contract substantially ex¬ 
ceeding reasonable requirements, (iv) is 
delinquent in payment of the costs of per¬ 
formance of this contract in the ordinary 
course of business, (v) has so failed to make 
progress that the unliquidated progress pay¬ 
ments exceed the fair value of the work 
accomplished on the undelivered portion of 
this contract, or (vi) is realizing less profit 
than the estimated profit used for establish¬ 
ing a liquidation percentage in paragraph 
(b). if that liquidation percentage is less 
than the percentage stated in paragraph 
(a) (1). 

(d) Title. When any progress payment is 
made under this contract, title to all parts: 
materials; Inventories; work in process; 
special tooling as defined in the clause 
of this contract entitled “Special Tooling”; 
nondurable (i. e.. non capital) tools, Jigs, 
dies, fixtures, molds, patterns, taps, gauges, 
test equipment, and other similar manu¬ 
facturing aids not included within the 
definition of special tooling in such “Special 
Tooling” clause; and drawings and technical 
data (to the extent delivery thereof to the 
Government is required by other provisions 
of this contract); theretofore acquired or 
produced by the Contractor and allocated or 
properly chargeable to this contract under 
sound and generally accepted accounting 
principles and practices shall forthwith vest 
in the Government; and title to all like prop¬ 
erty thereafter acquired or produced by the 
Contractor and allocated or properly charge¬ 
able to this contract as aforesaid shall forth¬ 
with vest in the Government upon said 
acquisition, production or allocation. Not¬ 
withstanding that title to property is in the 
Government through the operation of this 
clause, the handling and disposition of such 
property shall be determined by the appli¬ 
cable provisions of this contract such as: .the 
Default clause and paragraph (h) of this 
clause; Termination for Convenience of the 
Government clause: and the Special Tooling 
clause. Current production scrap may be 
sold by the Contractor without approval 
of the Contracting Officer and the proceeds 
shall be credited against the costs of con¬ 
tract performance. With the consent of 
the Contracting Officer and on terms ap¬ 
proved by him, the Contractor may ac¬ 
quire or dispose of property to which title 
is vested in the Government pursuant 
to this clause, and in that event, the costs 
allocable to the property so transferred 
from this contract shall be eliminated from 
the costs of contract performance and the 
Contractor shall repay to the Government 
(by cash or credit memorandum) an amount 
equal to the unliquidated progress payments 
allocable to the property so transferred. 
Upon completion of performance of all the 
obligations of the Contractor under this 
contract, including liquidation of all progress 
payments hereunder, title to all property (or 
the proceeds thereof) which had not been de¬ 
livered to and accepted by the Government 
under this contract or which had not been 
incorporated in supplies delivered to and ac¬ 
cepted by the Government under this con¬ 
tract and to which title has vested in the 
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Government under this clause shall vest In 
the Contractor. The provisions of this con¬ 
tract referring to or defining liability for 
Government-furnished property shall not 
apply to property to which the Government 
shall have acquired title solely by virtue of 
the provisions of this clause. 

(e) Risk of Loss. Except to the extent 
that the Government shall have otherwise 
expressly assumed the risk of loss of property 
title to which vests in the Government pur¬ 
suant to this clause, in the event of the loss, 
theft or destruction of or damage to any such 
property before its delivery to and acceptance 
by the Government, the Contractor shall bear 
the risk of loss and shall repay the Govern¬ 
ment an amount equal to the unliquidated 
progress payments based on costs allocable to 
such lost, stolen, destroyed or damaged 
property. 

(f) Control of Costs and Property. The 
Contractor shall maintain an accounting sys¬ 
tem and controls adequate for the proper 
administration of this clause. 

(g) Reports —Access to Records. Insofar 
as pertinent to the administration of this 
clause, the Contractor will (i) furnish 
promptly such relevant reports, certificates, 
financial statements, and other information 
as may be reasonably requested by the Con¬ 
tracting Officer, and (11) give the Govern¬ 
ment reasonable opportunity to examine and 
verify its books, records and accounts. 

(h) Special Provisions Regarding Default. 
If this contract is terminated pursuant to 
the clause entitled “Default’', (1) the Con¬ 
tractor shall, upon demand, pay to the Gov¬ 
ernment the amount of unliquidated prog¬ 
ress payments and (ii) with respect to all 
property as to which the Government elects 
not to require delivery under the clause en¬ 
titled "Default”, title shall vest in the Con¬ 
tractor upon full liquidation of progress 
payments, and the Government shall be li¬ 
able for no payment except as provided by 
the "Default” clause. 

(1) Reservations of Rights. The rights and 
remedies of the Government provided in this 
clause shall not be exclusive, and are in 
addition to any other rights and remedies 
provided by law or under this contract. No 
payment, or vesting of title pursuant to this 
clause, shall excuse the Contractor from per¬ 
formance of its obligations under this con¬ 
tract, nor constitute a waiver of any of the 
rights and remedies of the parties under this 
contract. No delay or failure of the Govern¬ 
ment in exercising any right, power or priv¬ 
ilege under this clause shall afreet any such 
right, power or privilege, nor shall any single 
or partial exercise thereof preclude or impair 
any further exercise thereof or the exercise 
of any other right, power or privilege of the 
Government. 

§ 82.59-2 Direct labor and materials 
cost clause. 

Progress Payments. Progress payments 
shall be made to the Contractor as work 
progresses, from time to time upon request, 
in amounts approved by the Contracting Offi¬ 
cer upon the following terms and conditions: 

(a) Computation of Amounts. (1) Unless 
a smaller amount is requested, each progress 
payment shall be (i) 90 percent of the 
amount of the Contractor’s costs incurred of 
direct labor and material 1 only under this 
contract plus (ii) to the extent, if any. pro¬ 
vided in the Schedule, the amount of progress 
payments made by the Contractor to its 
subcontractors and remaining unliquidated; 
all less tiie sum of previous progress 
payments. 

(2) The Contractor’s costs above-men¬ 
tioned shall be reasonable, allocable to this 
contract, and consistent with sound and gen¬ 


1 Strike out "labor and" or "and material" 
If progress payments are limited to single 
direct cost. 
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erally accepted accounting principles and 
practices. However, such costs shall not in¬ 
clude (i) any costs incurred by subcon¬ 
tractors or suppliers, or, (11) any payments 
or amounts payable to subcontractors or 
suppliers, except for completed work (includ¬ 
ing partial deliveries) to which the Con¬ 
tractor has acquired title, and except for 
amounts paid or payable under cost-reim¬ 
bursement or time and material subcontracts 
for work to which the Contractor has ac¬ 
quired title, or, (Hi) costs ordinarily cap¬ 
italized and subject to depreciation or 
amortization except for the properly depre¬ 
ciated or amortized portion of such costs. 

(3) The amount of unliquidated progress 

payments shall not exceed the lesser of (i) 
90 percent of the costs mentioned in (a) 
(1) (i), above, plus any unliquidated prog¬ 
ress payments mentioned in (a) (1) (U), 
above, both of which are applicable only to 
the supplies and services not yet delivered 
and invoiced to and accepted by the Govern¬ 
ment, or (ii)_percent of the total con¬ 

tract price of supplies and services not yet 
delivered and invoiced to and accepted by the 
Government, less unliquidated advance pay¬ 
ments. [For percentage here and in (a) (4), 
see the first bracketed instruction in (b), 
be lots.] 

(4) The aggregate amount of progress pay¬ 
ments made shall not exceed_percent 

of the total contract price. 

(5) If at any time a progress payment or 
the unliquidated progress payments exceed 
the amount permitted by this paragraph (a), 
the Contractor shall pay the amount of such 
excess to the Government upon demand. 

(b) Liquidation. Except as provided in 
the clause entitled "Termination For Con¬ 
venience of The Government”, all progress 
payments shall be liquidated by deducting 
from any payment under the contract, other 
than advance or progress, the amount of 

unliquidated progress payments, or_per 

cent I insert a percentage which is to 90 per 
cent as the amount of estimated costs form- 
ing the basis for progress payments is to the 
amount of the estimated total costs] of the 
gross amount invoiced, whichever is less. 
Repayment to the Government required by 
a retroactive price reduction will be made 
after recalculating liquidations and pay¬ 
ments on past invoices at the reduced prices 
and adjusting the unliquidated progress 
payments accordingly. [ For percentage for 
this paragraph , lower than the percentage 
computed pursuant to the above instruction 
and Part Ill of Appendix 5, see Part IV of 
Appendix 2. J 

(c) Reduction or Suspension. The Con¬ 
tracting Officer may reduce or suspend prog¬ 
ress payments, or liquidate them at a rate 
higher than the percentage stated in (b) 
above, or both, whenever he finds upon sub¬ 
stantial evidence that the Contractor (i) has 
failed to comply with any material require¬ 
ment of this contract, (ii) has so failed to 
make progress, or is in such unsatisfactory 
financial condition, as to endanger preform- 
ance of this contract, (ill) has allocated 
Inventory to this contract substantially ex¬ 
ceeding reasonable requirements, (lv) is in¬ 
curring costs, whether or not of the kinds 
eligible for progress payments under para¬ 
graph (a) (1) above, which are higher than 
the respective estimated costs used for es¬ 
tablishing the liquidation percentage in 
paragraph (b) above, (v) is delinquent in 
payment of the costs of performance of this 
contract in the ordinary course of business, 
or (vi) has so faiied to make progress that 
the unliquidated progress payments exceed 
the fair value of the work accomplished on 
the undelivered portion of this contract. 

(d) Title. (Same as paragraph (d) of 
"Total Costs” clause.) 

(e) Risk of Loss. (Same as paragraph (e) 
of "Total Costs” clause.) 

(f) Control of Costs and Property. (Same 
as paragraph (f) of "Total Costs” clause.) 


(g) Reports—Access to Records. (Same 
as paragraph (g) of "Total Costs” clause.) 

(ti) Special Provisions Regarding Default. 
(Same as paragraph (h) of "Total Costs” 
clause.) 

(1) Reservations of Rights. (Same as 
paragraph (i) of "Total Costs” clause.) 

§ 82.59-3 Schedule provision for 
progress payments to subcontractor . 
Where it has been determined (see 
§ 82.61) that the contractor shall be re¬ 
imbursed for progress payments made 
to subcontractors, the following language 
shall be inserted in the Schedule of the 
contract, in connection with the use of 
one of the progress payment clauses set 
forth in §§ 82.59-1 and 82.59-2. 

Progress Payments to Subcontractors 

(a) The Contractor shall be reimbursed in 
accordance with the clause entitled "Prog¬ 
ress Payments" for all of the progress pay¬ 
ments made by the Contractor to subcon¬ 
tractors under subcontract progress payment 
provisions which (i) are substantially similar 
to and as favorable to the Government as 
that clause (and no more favorable to the 
subcontractor than that clause is to the 
Contractor), and (ii) make all rights of the 
subcontractor with respect to all property 
to which the Government has title pursu¬ 
ant to the subcontract, subordinate to the 
rights of the Government to require delivery 
of such property to it in the event of default 
by the Contractor under this contract or in 
the event of the bankruptcy or insolvency 
of the subcontractor. 

(b) The Government agrees that any 
proceeds received by It from property to 
which it has acquired title by virtue of such 
provisions in any subcontract shall be ap¬ 
plied to reduce the amount of unliquidated 
progress payments made by the Government 
to the Contractor under this contract. In 
the event the Contractor fully liquidates 
such progress payments made by the Govern¬ 
ment to It hereunder and there are progress 
payments to any subcontractors which are 
unliquidated, the Contractor shall be subro¬ 
gated to all the Government’s rights by vir¬ 
tue of such provisions in the subcontract or 
subcontracts involved as if all such rights 
had been thereupon assigned and transferred 
to the Contractor. 

§ 82.60 General instructions for prog¬ 
ress payment clauses. The instructions 
below apply to the clauses required by 
§ 82.59 and set forth in §§ 82.59-1 and 

82.59- 2. 

§ 82.60-1 Contracting Officer. The 
term “Contracting Officer” as used in 
this subpart means the Contracting Of¬ 
ficer as defined in § 1.205-1 of subchap¬ 
ter A. 

§ 82.60-2 Variation in percentages. 
The percentages stated in paragraph (a) 
(1) (i) of the clauses in 5§ 82.59-1 and 

82.59- 2 are the normal percentages for 
the customary progress payments au¬ 
thorized by Part III of Appendix 5. 
Higher percentages may be provided in 
the manner and to the extent author¬ 
ized by Part IV of Appendix 5. Lower 
percentages may be used in (a) (1) <D 
of §§ 82.59-1 and 82.59-2 when agreed, 
and will be used for unusual progress 
payments when found adequate in ac¬ 
cordance with the standards set forth 
in Part IV of Appendix 5. 

§ 82.60-3 Total cost basis ; percentage 
other than 75 percent . If a percentage 
other than 75 percent is specified in 
(a) (1) (i) of the total costs clause set 
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forth in § 82.59-1, the percentage actu¬ 
ally specified in (a) (1) (i) of the prog¬ 
ress payment clause of the contract shall 
also be specified in (a) (3) <i). (a) (3) 
<u), (a) (4) and (b) of the progress pay¬ 
ment clause. (As to (b), see Part IV 
of Appendix 2.) 

§ 82.60-4 Limited cost basis ; other 
percentages. When the progress pay¬ 
ment clause set forth in § 82.59-2 is used, 
the percentage actually specified in (a) 
(1) (i) of the progress payment clause 
of the contract will also be specified in 

(a) (3) (i). The percentage to be spec¬ 
ified in (a) (3) <ii), (a) (4), and (b) of 
that clause will be computed in the man¬ 
ner provided in Part III of Appendix 5, 
except that a percentage higher than 
the percentage so computed may be spec¬ 
ified in paragraph (b) if agreed. Sub¬ 
ject to this exception permitting use of 
a higher percentage in (b) (or a lower 
percentage in (b) established pursuant 
to Part IV of Appendix 2), the percent¬ 
age to be specified in (a) (3) (ii),(a) (4), 
and (b) will thus be a percentage which 
is to the percentage stated in (a) (1) as 
the amount of estimated costs forming 
the basis for progress payments is to 
the amount of estimated total costs of 
performance of the undelivered portion 
of the contract. This same principle 
will apply if a narrower cost basis, more 
limited than the cost basis stated in 
§82.59-2, is utilized for progress pay¬ 
ments. (See § 82.60-4.) 

§ 82.60-5 Cost basis less than direct 
labor and material costs. Instead of the 
direct labor and material cost basis pro¬ 
vided in § 82.59-2, a narrower and more 
limited cost basis for progress payments 
may be utilized for that clause, such as 
direct labor only, direct material only, 
or direct labor or material costs appli¬ 
cable only to certain specified items, or 
specified direct costs other than direct 
labor or material costs. Appropriate 
changes will be made in (a) (1) (i) of the 
clause set forth in § 82.59-2 when such 
a narrower and more limited cost basis 
is to be used. For example, if eligible 
costs are to be limited to direct material 
costs, the words “labor and“ should be 
deleted from (a) (1) (i); or, if eligible 
costs are to be limited to direct labor 
costs, the words “and material’' should 
be deleted from (a) (1) (i). 

§ 82.60-6 Other protective provisions. 
When deemed reasonably necessary for 
the protection of the Government, the 
clauses set forth in §§ 82.59-1 and 82.59-2 
may be supplemented by additional pro¬ 
tective provisions, such as personal or 
corporate guarantees, subordinations or 
stand-bys of indebtedness, special bank 
accounts, and other protective covenants 
of the kinds outlined in item 18 of 
§ 82.48-2. 

§ 82.60-7 Liquidation percentages. 
( a) Liquidation percentages shall con¬ 
form to Part III of Appendix 5 except as 
authorized by Part IV of Appendix 2. 

(b) In the application of paragraphs 
A and B of Part TV of Appendix 2, when 
Progress payments are at the rate of 
75 percent of all costs, the minimum 
liquidation percentage of 70 percent 
would not apply if the estimated profit 
No. 28 — —* 4. 


rate is less than 7.3 percent of total 
costs. If, for example, the estimated 
profit rate is 5 percent of total costs, 
the minimum liquidation percentage per¬ 
mitted by Part IV of Appendix 2 would 
be approximately 71.5 percent. At this 
5 percent profit rate, assuming (1) price 
$105, (2) costs $100, and (3) progress 
payments $75, this minimum liquidation 
rate of 71.5 percent would be necessary 
for recovery of the $75 or progress pay¬ 
ments from the $105 delivery billing 
(75-:-105=71.5 percent, and 0.715X 
$105=$75.07). The same principles are 
applicable when, pursuant to para¬ 
graph C of Part IV of Appendix 2, a 
liquidation rate lower than the 70 per¬ 
cent minimum is to be established. For 
example, assuming an established profit 
rate of 8 percent of total costs of items 
for which final prices have been estab¬ 
lished, the minimum liquidation rate for 
those items would be 69.5 percent when 
progress payments are at the rate of 75 
percent of total costs. Assuming, (1) 
fixed price $108, (2) costs $100, and (3) 
progress payments $75. the calculation 
would be: 75 : 108=0.6944, and (round¬ 
ing this upward to 0.695), 0.695x$108= 
$75.06. 

(c) Part HI of Appendix 5 provides 
the standards, and gives an example, for 
establishing the minimum liquidation 
percentage when progress payments are 
to be at 90 percent of costs of direct la¬ 
bor and material (or lesser percentages 
of more limited costs). In the applica¬ 
tion of paragraphs A and B of Part IV 
of Appendix 2, when progress payments 
are at the rate of 90 percent of costs of 
direct labor and material, examples of 
the minimum liquidation rates are— 

(1) When costs of direct labor and 
material are 70 percent of total costs, 
and the profit rate is 5 percent of total 
costs, the minimum liquidation percent¬ 
age would be 60 percent. Assuming 
price $105, costs $100, costs of direct 
labor and material $70, and progress 
payments $63, then 63-:-105=60 percent. 
Application of the 60 percent liquidation 
percentage to the delivery price of $105 
recovers the $63 of progress payments. 

(2) On assumptions the same as ex¬ 
ample (1), above, except that costs of 
direct labor and material are computed 
at 80 percent of total costs ($80 of the 
total costs of $100), so that progress pay¬ 
ments on the item are $72 (90 percent of 
$80), the minimum liquidation percent¬ 
age would be 68.6 percent (72-^-105=68.6 
percent, i. e., 68.57 percent rounded up¬ 
ward to 68.6 percent). Application of 
this 68.6 percent liquidation percentage 
to the delivery price of $105 recovers 
$72.03 against the $72 of progress pay¬ 
ments. 

(d) In line with the standards set for 
progress payments based on 75 percent 
of all costs, calculation of minimum 
liquidation rates pursuant to paragraphs 
A and B of Part IV of Appendix 2, when 
progress payments are at 90 percent (or 
lesser percentage) of costs of direct labor 
and material (or costs more limited), 
will not take into account any amount 
of profit that exceeds 7.3 percent of total 
costs. Thus, on example (1) next above, 
(assuming profit rate of 7.3 percent of 
costs or any greater rate), the minimum 


liquidation percentage would be 58.72 
percent (63 :-107.3=58.72 percent). 

§ 82.61 Subcontracts. Progress pay¬ 
ments to subcontractors may be included 
in the base for progress payments to 
prime contractors only when provision 
therefor is made in the prime contract 
Schedule, in the manner set forth in 
§ 82.59-3. Except as provided below, this 
provision may be included in the Sched¬ 
ule of the prime contract only if the 
contractor agrees in writing that its 
progress payments to subcontractors, to 
be included in the base for progress pay¬ 
ments pursuant to this Schedule pro¬ 
vision and paragraph (a) of §§ 82.59-1 
or 82.59-2, will be limited to those sub¬ 
contracts in which there is expected to 
be a long “lead time", approximating six 
months or more between the beginning 
of work and the first delivery, for sub¬ 
contractors which in the opinion of the 
prime contractor meet the standards for 
customary progress payments outlined 
in Part III of Appendix 5. However, this 
limitation does not apply to subcontracts 
providing for “unusual” progress pay¬ 
ments on prime contracts as described in 
Part IV of Appendix 5, when the inclu¬ 
sion of such unusual progress payments 
on the subcontracts has been approved 
in the manner set forth in Part IV of 
Appendix 5. 

§ 82.61-1 Subcontractor progress pay - 
merits. When provision is made in the 
contract Schedule for inclusion of un¬ 
liquidated progress payments made to 
subcontractors, the percentage for reim¬ 
bursement on account of progress pay¬ 
ments made to subcontractors will ordi¬ 
narily be stated at 100 percent, i. e. “all”. 
However, in the discretion of the Con¬ 
tracting Officer, a percentage less than 
100 percent may be specified in this pro¬ 
vision of the Schedule. When a percent¬ 
age less than 100 percent is so specified, 
this lesser percentage will control the 
amount of progress payments to be made 
pursuant to (a) (1) (ii) of §§ 82.59-1 and 
82.59-2 and the maximum limit on un¬ 
liquidated progress payments on account 
of unliquidated progress payments to 
subcontractors under (a) (3) (i) of 

§§ 82.59-1 and 82.59-2. 

§ 82.61-2 Adaptation of uniform clause 
for subcontracts. Contracting Officers 
are not required to review or approve 
subcontracts merely because they provide 
for progress payments. However, they 
shall check and review subcontracts pro¬ 
viding for progress payments to the ex¬ 
tent appropriate in the ordinary course 
of administration of the progress pay¬ 
ment clause of prime contracts. The 
duty rests on the prime contractor to see 
to it that its subcontracts providing for 
progress payments, to be included in the 
base for progress payments pursuant to 
the Schedule provisions set forth in 
§ 82.59-3, conform to these provisions of 
the contract Schedule (§ 82.59-3). In 
adapting the clauses set forth in 
§§ 82.59-1, 82.59-2 and 82.59-3 for use in 
subcontracts, to conform to § 82.59-3. the 
subcontract progress payment clause 
should have appropriate changes to re¬ 
flect the position of the prime contractor 
as purchaser and of the subcontractor as 
vendor, and to indicate that the progress 






830 


RULES AND REGULATIONS 


payments under the subcontract are 
being made and administered by the 
prime contractor. However, the title 
provision of the progress payment clause 
of the subcontract shall provide for the 
vesting of title directly in the Govern¬ 
ment, as set forth in §§ 82.59-1 (d) and 

82.59-2 (d), and the subcontract will not 
substitute the prime contractor for the 
Government as the holder of title under 
that paragraph of the subcontract. In 
that title paragraph of the subcontract, 
reference to the prime contractor should, 
however, be substituted for the word 
“Government” in the parenthetical ex¬ 
pression concerning drawings and tech¬ 
nical data, and also in the second sen¬ 
tence of the paragraph. In the subcon¬ 
tract counterpart of §§ 82.59-1 (g) and 

82.59-2 (g) entitled “Reports—Access to 
Records” the references to “Contracting 
Officer” and “Government” should not 
be deleted, but may in each case be ex¬ 
panded so as to refer to the “Contracting 
Officer or the prime contractor”, 
(§§ 82.59-1 (g) (i), 82.59-2 (g) <i>) and 
to the “Government or the prime con¬ 
tractor” (§§ 82.59-1 (g) (ii), 82.59-2 (g) 
<ii)). With regard to the subcontract 
counterpart of the “Special Provisions 
Regarding Default” (§§ 82.59-1 (h), 

82.59-2 (h)) only the substance of the 
first three lines of that paragraph (with 
reference to the prime contractor sub¬ 
stituted for “Government”), is required 
for conformity to the provisions of 
§ 82.59-3. 

§ 82.62 Letter Contracts. When 
progress payments are to be made under 
letter contracts or similar preliminary 
contractual instruments, incorporation 
of one of the clauses set forth in §§ 82.59- 
1 and 82.59-2 is required except as 
follows: 

(a) Section 82.59-1 (a) (4) or § 82.59-2 

(a) (4) will be replaced by a provision 
limiting the aggregrate amount of prog¬ 
ress payments made under the letter 
contract to a stated amount, not exceed¬ 
ing 75 percent of the maximum liability 
of the Government under the letter con¬ 
tract (or such lesser percentage as may 
be applicable in accordance w T ith the last 
two sentences of § 82.60-4 if the clause 
set out in § 82.59-2 is to be used). Sepa¬ 
rate limits may be prescribed for separate 
specified parts of the work. 

(b) Until unit delivery billing prices 
are specified, § 82.59-1 (b) or § 82.59-2 

(b) , concerning liquidation will not be 
operative, and will be supplemented by 
the additional provision set out below: 

Progress payments made hereunder shall 
be liquidated in the following manner, un¬ 
less previously liquidated pursuant to para¬ 
graph (b): 

(1) If this letter contract shall be super¬ 
seded by a fixed price-type contract (Part 3, 
Subpart D) , unliquidated progress payments 
made hereunder shall be liquidated by de¬ 
ducting the amount thereof from the first 
progress or other payments which shall be 
made under such contract. 

(2) If this letter contract shaU be super¬ 
seded by a cost-reimbursement type contract, 
progress payments made hereunder shall be 
liquidated by deducting the unliquidated 
amount thereof from the first payments 
which shall be made under such cost-reim¬ 
bursement contract. 

(3) If this letter contract shall not be su¬ 
perseded by a contract calling for the 


furnishing of all or part of the articles or 
services covered hereby, unliqidated prog¬ 
ress payments made hereunder shall be 
liquidated by deducting the amount thereof 
from the amount payable under the provi¬ 
sions of the Termination clause for this 
letter contract. , 

(4) If this letter contract shall in part be 
terminated and shall in part be superseded 
by a contract, the unliquidated progress pay¬ 
ments made hereunder shall be allocated by 
the Government for the purpose of liquida¬ 
tion to the terminated portion of the letter 
contract and to the superseding contract In 
such proportions as the Government shall 
deem to be equitable, and the part of such 
progress payments allocated to each shall be 
liquidated in accordance with the applicable 
provisions of subdivisions (1), (2) and (3) of 
this paragraph. 

(5) If the method of liquidating progress 
payments provided above shall not result in 
the full liquidation thereof, the Contractor 
shall forthwith pay the unliquidated balance 
to the Government upon demand. 

(c) Any superseding definitive con¬ 
tract will contain appropriate provisions, 
carried forward from the letter contract, 
for liquidation of progress payments 
made under the preliminary instrument. 
When the superseding contract provides 
for progress payments, the progress pay¬ 
ment clause will be supplemented by fur¬ 
ther provision as follows: 

The costs, previous progress payments, ag¬ 
gregate progress payments, and unliquidated 
progress payments, mentioned in paragraph 
(a) of this progress payments clause, in¬ 
clude the costs Incurred and progress pay¬ 
ments made under the letter contract which 
has been superseded by this contract. 

§ 82.63 Transition. Contracts in ex¬ 
istence on the effective date of this Sub¬ 
part E will continue to be administered 
in accordance with their provisions and 
the regulations in this part. The transi¬ 
tion to uniform use of a progress pay¬ 
ment clause set out in this part (§ 82.59) 
will be accomplished in an orderly and 
reasonable manner and as promptly as 
practicable, as set forth below. 

§ 82.63-1 Separate contracts . To the 
greatest extent feasible, procurement ef¬ 
fected after the effective date of this 
part, and involving the establishment or 
continuation of progress payments, will 
be accomplished by separate new con¬ 
tracts rather than by amendments of 
existing contracts. Separate new con¬ 
tracts (including definitive contracts su¬ 
perseding existing letter contracts and 
instruments effecting new procurement 
under existing basic or master agree¬ 
ments) that are entered into within 60 
days after the effective date of this Sub¬ 
part E need not use a clause set forth 
in § 82.59 if tentative agreement has been 
reached concerning a progress payment 
clause based on costs and conforming to 
Appendix 5. 

§ 82.63-2 Existing indefinite quantity 
contracts. During the specified term of 
existing indefinite quantity contracts 
(not including any extension of such 
term) existing progress payment pro¬ 
visions conforming to Appendix 5 with 
regard to progress payment percentage 
and rate of liquidation (or with liqui¬ 
dation as authorized by Part IV of Ap¬ 
pendix 2) do not need to be replaced, 
incident to new procurement under such 
contracts, by a clause set forth in § 82.59. 


§ 82.63-3 Supplements , amendments 
and modifications; when new clause not 
required . When it is found necessary to 
effect new procurement by amendment 
of a contract (see § 82.63-1) already pro¬ 
viding for progress payments based on 
costs, rather than by a separate con¬ 
tract, it is not required that the amend¬ 
ment include a clause set forth in § 82.59 
if the progress payment clause already 
in the contract provides for progress 
payments not exceeding 75 percent of 
total costs or 90 percent of direct labor 
and material costs and also provides for 
liquidation conforming to Part m of 
Appendix 5 or Part IV of Appendix 2. 
However, in these cases, a clause set out 
in § 82.59 should be substituted for the 
existing progress payment clause when¬ 
ever feasible. 

§ 82.63-4 Supplements, amendments 
and modifications; gradual operation of 
new clause . (a) When a contract pro¬ 

vides for progress payments at rates ex¬ 
ceeding 90 percent of direct labor and 
material costs or exceeding 75 percent of 
total costs, and it is found necessary to 
accomplish additional procurement by 
an amendment rather than by a separate 
new contract (see § 82.63-1), the amend¬ 
ment should, whenever reasonable and 
practicable, substitute a clause set forth 
in § 82.59 for the progress payment clause 
of the contract, so as to limit all future 
progress payments on the entire contract 
to 75 percent of future total costs or 90 
percent of future costs of direct labor 
and materials. When such substitution 
Is made, substantially the following pro¬ 
vision should be added: 

For the purposes of paragraph (a) (1) of 
this clause, (1) progress payments made or 
to be made to the contractor on progress 
bUlings submitted to the Government on or 
before the date of this amendment (in the 

total amount of $_), shall be excluded 

in computing the “sum of previous progress 
payments” and (li) costs (and progress pay¬ 
ments to subcontractors) (in the total 
amount of $_), relating to the prog¬ 

ress payments so excluded shall also be ex¬ 
cluded in computing costs (and progress pay¬ 
ments to subcontractors) eligible for progress 
payments under this amendment. The 
amount of progress payments unliquidated 

at the date of this amendment ($-)• 

and the amount of progress payments in¬ 
cluded in progress bUlings pending at the 
date of this amendment ($_). aggre¬ 
gating ($-), shall be Uquidated at the 

rate of __ percent Instead of the percentage 
stated In paragraph (b) of this clause. Par¬ 
agraphs (a) (3) and (b) of this clause shall 
not apply untU liquidation of the aggre¬ 
gate amount of progress payments made or 
billed at the date of tills amendment. Para¬ 
graph (a) (4) does not apply. 

The expression “(and progress payments 
to subcontractors)” will be deleted if not 
applicable. Billings for progress pay¬ 
ments pending at the date of the amend¬ 
ment will be paid in accordance with the 
progress payment clause in effect before 
the amendment. The rate for liquida¬ 
tion of unliquidated progress payments 
outstanding and to be outstanding pur¬ 
suant to progress billings pending at the 
date of the amendment will be specified 
in accordance with the principles stated 
in Part HI of Appendix 5 and Part IV of 
Appendix 2. 
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<b) When. In the circumstances de- 
scribed in paragraph (a) of this section, it 
is not reasonable and practicable to sub¬ 
stitute a clause set forth in § 82.59 so as 
to limit all future progress payments on 
the entire contract to 75 percent of costs 
or 90 percent of costs of direct labor and 
material as the case may be, the amend¬ 
ment (incorporating a clause set forth 
in § 82.59, with percentages as specified 
in Appendix 5 and Appendix 2) ordinar¬ 
ily will provide for segregation of costs 
attributable to work under the amend¬ 
ment, segregation of payments under the 
amendment, and administration of prog¬ 
ress payments under the amendment on 
the same basis as if the amendment were 
a separate new contract. However, when 
it is found that it will be expensive or 
otherwise impracticable to separate costs 
of deliveries attributable to the amend¬ 
ment from those attributable to the other 
portion of the contract, the amendment 
will provide for one or the other of the 
arrangements described in paragraphs 
<c) and (d) of this section. 

<c) When the last sentence of para¬ 
graph (b) of this section, is applicable 
(and paragraph (d) of this section, is 
not applied), the amendment will in¬ 
clude a clause set forth in § 82.59 (with 
percentages conforming to Appendix 5 
and Appendix 2), with provision that it 
will become operative as herein provided. 
The amendment will provide for contin¬ 
uation of progress payments pursuant to 
the existing progress payment clause and 
for their liquidation pursuant to Part III 
of Appendix 5 or Part IV of Appendix 2, 
until (1) the aggregate amount of pi-og¬ 
ress payments made under the contract, 
including progress payments previously 
made, equals (2) the aggregate amount 
of progress payments that would have 
been made at the previously established 
rates if the contract had continued with¬ 
out this amendment (less reductions 
from time to time to reflect decreases in 
anticipated total progress payments, re¬ 
sulting from any partial termination of 
the contract); and (3) when the amount 
described in item (1), above, equals the 
amount described in item (2), above, 
future progress payments will be gov¬ 
erned by the progress payment clause 
included in the amendment, except that 
liquidation of the amount of unliqui¬ 
dated progress payments then outstand¬ 
ing will continue at the higher rate 
required to conform to Appendix 5 or 
Appendix 2 until liquidation of such 
amount, and (a) (4) (§§ 82.59-1 (a) (4), 
82.59-2 (a) (4)) will not apply. 

<d) When the last sentence of para¬ 
graph (b) of this section, is applicable 
•and paragraph (c) of this section, is 
not applied), the amendment will sub¬ 
stitute a clause set forth in § 82.59 in¬ 
stead of the existing progress payment 
provision, but with the percentage spec¬ 
ified for future progress payments being 
a weighted average percentage arrived 
at by dividing the amount described in 
item (1), below, into the amount de¬ 
scribed in item (2), below (and with the 
special liquidation provision described in 
item (3), below): 

(1) The total of all future costs, eli¬ 
gible for progress payments, expected to 


be incurred for performance of the con¬ 
tract and this amendment. 

(2) The sum of (i) the total of all 
future costs, eligible for progress pay¬ 
ments, that would have been incurred for 
performance of the contract without this 
amendment (not including costs ex¬ 
pected to be incurred on account of this 
amendment) multiplied by the percent¬ 
age for progress payments theretofore 
specified in the contract, and (ii) the 
total of all future costs, eligible for 
progress payments, expected to be in¬ 
curred solely on account of this amend¬ 
ment, multiplied by not more than 75 
percent (or by not more than 90 percent 
if eligible costs are limited to direct labor 
and material). 

(3) When such substitution is made, 
special provision will be added to require 
that (1) the unliquidated progress pay¬ 
ments outstanding at the date of the 
amendment (and any progress payments 
made thereafter on progress billings 
pending at the date of the amendment) 
will be liquidated in the manner outlined 
in Part m of Appendix 5 or Part TV of 
Appendix 2, e. g., at 90 percent of de¬ 
livery billings if those progress payments 
had been made at 90 percent of costs, or 
at percentages authorized by Part IV of 
Appendix 2, and (2) that liquidation at 
the percentage specified in the progress 
payment clause substituted by the 
amendment will begin when liquidation 
at the higher rate mentioned in item 
(1), next above, has been accomplished. 

§ 82.63-5 Supplements , amendments 
and modifications concerning progress 
payments. Amendments, supplements, 
and modifications of existing contracts 
which increase the rate or percentage of 
progress payments, or enlarge the base 
for progress payments, or reduce the 
rate of liquidation of progress payments, 
or make new provision for progress pay¬ 
ments shall conform to these regulations 
and in particular to § 82.59. 

§ 82.64 Contract financing office 
clearance. The following types of pro¬ 
visions for progress payments require 
submission through channels and prior 
approval by the contract financing office 
(§ 82.16 >: 

(a) Those involving progress pay¬ 
ments at rates exceeding 90 percent of 
direct labor and material costs or ex¬ 
ceeding 75 percent of total costs, except 
as authorized by § 82.63-4; 

(b> Those involving deviations, as de¬ 
fined in § 82.58-10; 

(c) Those exceptional cases, involving 
unusual risks, described in § 82.16; 

(d) Those involving contractors as to 
whom it is known that within the pre¬ 
ceding twelve months (1) request for 
advance payments has been denied for 
financial reasons by the contract financ¬ 
ing office, or (2) application for guaran¬ 
tee of a loan to the contractor or for 
increase or extension of maturity of a 
guaranteed loan, has been disapproved 
for financial reasons, or (3) an approved 
application for guarantee of a loan or 
for advance payment to the contractor 
has lapsed or has been withdrawn; and 

(e) Those involving contractors named 
on the consolidated list of contractors 


indebted to the United States, commonly 
known as the “Hold-Up List”. 

§ 82.65 Coordination . The coordina¬ 
tion described in the third paragraph of 
Part IV of Appendix 5 is required for all 
cases mentioned in paragraphs (a) and 
(b) of § 82.64. 

§ 82.65-1 Control lists . To give ef¬ 
fect to § 82.64 (d),pertinent information 
will be exchanged between the several 
contract financing offices, and distrib¬ 
uted through normal channels to Con¬ 
tracting Officers. 

§ 82.65-2 Hold-up list. To give ef¬ 
fect to § 82.64 (e), and for other proper 
purposes, the “HoM-Up List” there 
mentioned will be distributed through 
normal channels to Contracting Officers. 

§ 82.66 Contractor's Request. All in¬ 
voices for progress payments on con¬ 
tracts containing the progress payment 
clause set out in § 82.59 (with or without 
the modifications authorized by 
§ 82.63-4), and on contracts containing 
any deviation from that clause approved 
pursuant to §§ 82.64 and 82.65, will be 
supported by the contractor’s request 
in the following form, 1 with any support¬ 
ing information that may be reason¬ 
ably required. This form of request will 
also be utilized as soon as practicable 
(unless incompatible with contract pro¬ 
visions) in connection with progress pay¬ 
ments based on costs under existing con¬ 
tracts and other contracts (§§ 82.63-1, 
82.63-2, 82.63-3) not containing one of 
the progress payment clauses set out in 
§ 82.59. The use of this form is subject 
to the instructions which will be included 
on reproductions of the form. 

§ 82.67 Audit. For the making of 
progress payments, principal reliance 
will be placed on the adequacy of the 
contractor’s accounting system and con¬ 
trols (§ 82.52) and on the reliability of 
the contractor’s certificates. To con¬ 
serve administrative effort, hold down 
expense, and promote prompt payment 
of proper progress billings, audit before 
the making of progress payments will 
be kept to the minimum necessary for 
the protection of the interests of the 
Government. Pre-audit, that is, audit 
before the making of a progress pay¬ 
ment, will be limited to those situations 
in which there is reason to question the 
reliability or accuracy of the contrac¬ 
tor’s certificate, or reason to believe that 
the contract will involve a loss. Post¬ 
review or post-audit will be made when 
considered desirable by the Contracting 
Officer to determine the validity of any 
progress payment made on the contrac¬ 
tor’s certifications. 

§ 82.68 Administration; general. 
Progress payment clauses cannot be self¬ 
executing, and require careful adminis¬ 
tration to insure against over-payments 
and losses. It is necessary for adequate 
supervision of progress payments that 
the administering office keep itself in¬ 
formed concerning the contractor’s over¬ 
all operations and financial condition, 
since difficulties encountered and losses 
suffered in operations outside the partic- 


1 Piled as part of original document. 
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ular progress payment contract may 
affect adversely the performance of that 
contract and the liquidation of the prog¬ 
ress payments. For contracts with those 
contractors whose financial condition is 
doubtful or not strong in relation to 
progress payments outstanding or to be 
outstanding, or whose management is of 
doubtful capacity or whose accounting 
controls are found by experience to be 
weak, or who are encountering substan¬ 
tial difficulties in performance, full in¬ 
formation concerning both the progress 
under the contracts involved (including 
the status of subcontracts), and concern¬ 
ing the contractor's other operations and 
financial condition, should be obtained 
and analyzed at frequent intervals, with 
a view to the better protection of the 
interest of the Government and the tak¬ 
ing of such action as may be proper to 
make contract performance more cer¬ 
tain. If there is reason to doubt only 
minor elements of the costs involved in 
a progress billing, only the doubtful 
amounts should be withheld, subject to 
later adjustment, and the amount clearly 
due should be paid without awaiting res¬ 
olution of the differences. So far as 
practicable in each case, all cost prob¬ 
lems, particularly those involving indi¬ 
rect costs, of a kind likely to create dis¬ 
agreements in future administration of 
the contract, should be identified and 
resolved at the inception of the contract. 
See further, the second paragraph of 
Part V of Appendix 5. 

§ 82.69 Adjustments; retroactive price 
reduction; refunds. When a retroactive 
price reduction has been made effective, 
1. e., by supplemental agreement or by 
unilateral determination pursuant to the 
price redetermination provision of the 
contract, the last sentence of §§ 82.59-1 
(b) and 82.59-2 (b) requires adjustments 
so that the amount of unliquidated prog¬ 
ress payments and the amounts paid or 
payable for supplies or services accepted 
will give effect to the price reduction. 
In this situation, the retroactive price 
reduction means that too much has been 
paid or billed for deliveries, and that 
from those delivery billings too much 
has been applied as a reduction of the 
unliquidated progress payment balance. 
The necessary adjustments would be (a) 
recomputation of total cash delivery 
payments on the basis of the reduced 
billing price resulting from the retro¬ 
active price reduction, and repayment 
by the contractor of the difference be¬ 
tween the total recomputed payments 
and the total cash delivery payments 
that had been made, and (b) increase 
of the unliquidated progress payment 
balance by the excess of the total 
amounts previously applied to reduce the 
unliquidated progress payment balance 
over the amounts that would have been 
applied to reduce the unliquidated prog¬ 
ress payment balance if the reduced de¬ 
livery prices had been in effect from the 
date from which the redetermination is 
applicable. This same principle of up¬ 
ward adjustment of the unliquidated 
progress payment balance is also appli¬ 
cable in connection with interim refunds 
made by contractors pursuant to the pro¬ 
visions of incentive and price redetermi¬ 


RULES AND REGULATIONS 

nation contracts, and in connection with 
voluntary refunds on such contracts. 

§ 82.70 Maximum unliquidated 
amount. In all cases where the contract 
price is sufficient to cover all costs of 
complete performance, and liquidation of 
progress payments is effected in accord¬ 
ance with § 82.59-1 (b) or § 82.59-2 (b), 
the amount of unliquidated progress pay¬ 
ments will never exceed the maximum 
limit provided by § 82.59-1 (a) (3) (i) or 
§ 82.59-2 (a) (3) (i), unless liquidation 
percentages have been based on cost esti¬ 
mates that are less than actual costs. 
In such cases, if the contract involves a 
profit to the contractor, the actual un¬ 
liquidated progress payment amount will 
always be less than the maximum limit 
stated in §§ 82.59-1 (a) (3) (i) and 
82.59-2 (a) (3) (i) after the first delivery 
payment unless liquidation percentages 
have been based on cost estimates that 
are less than actual costs. So long as 
performance is satisfactory and there is 
no reason to believe that the contract will 
involve a loss to the contractor or that 
a liquidation rate fixed pursuant to Part 
IV of Appendix 2 or § 82.59-2 (b) is too 
low. there will be no need or reason to 
verify the relationship of the amount of 
unliquidated progress payments to the 
maximum limit prescribed by §§ 82.59-1 
(a) (3) (i) and 82.59-2 (a) (3) (i). 
However, when the rate or quality of 
performance is unsatisfactory, or the rate 
of rejections is unduly high, or there is 
excessive wastage or spoilage, or it ap¬ 
pears that unduly low costs have been 
attributed by the contractor to delivered 
items, or a loss to the contractor is other¬ 
wise indicated, or that the liquidation 
rate is too low, careful examination 
should be made to determine whether or 
not the unliquidated progress payments 
exceed the maxmium amount permitted 
by § 82.59-1 (a) (3) (i) or § 82.59-2 (a) 
(3) (i). The services of the cognizant 
audit agency should be utilized to the 
fullest extent available, together with 
the services of qualified cost analysis 
and engineering personnel as required. 
See § 82.66, Section III, General Instruc¬ 
tions, 1 above, and § 82.71-6. 

§ 82.71 Suspension or reduction of 
payments; general . For standards to be 
followed, see the third paragraph of 
Part V of Appendix 5. Sections 82.59-1 
(c) and 82.59-2 (c) provide that prog¬ 
ress payments may be suspended or their 
rate of liquidation may be increased, 
whenever any of the circumstances there 
described are found to exist. The rights 
reserved to the Government by those 
paragraphs are for the purpose of pro¬ 
tecting the interests of the Government, 
fostering satisfactory contract perform¬ 
ance, and guarding against overpay¬ 
ments and losses. Those paragraphs 
will be administered with these purposes 
in mind. Action taken pursuant to those 
paragraphs will be fair and reasonable 
under the circumstances of particular 
cases, and supported by substantial evi¬ 
dence. Findings made under those para¬ 
graphs will be in wilting. 


*DD Form 1195—filed as part of original 
document. 


§ 82.71-1 Failure to comply with con¬ 
tract. Except for the purpose of cor¬ 
recting overpayments or obtaining 
amounts due from the contractor, action 
will not be taken pursuant to § 82.59-1 
(c) (i) or § 82.59-2 (c) (i) for failure to 
comply with a requirement of the con¬ 
tract, if such failure has resulted solely 
from causes beyond the control and 
without the fault or negligence of the 
contractor. For examples of such 
causes, see paragraph (b) of the Default 
clause in § 7.103-11 (b) of Subchapter A 
of this chapter. Compliance with the 
material requirements of the contract, 
within the meaning of §§ 82.59-1 (c) (i) 
and 82.59-2 (c) (i) includes compliance 
with all provisions of the progress pay¬ 
ment clause. 

§ 82.71-2 Unsatisfactory financial 
condition. If unsatisfactory financial 
condition, or failure to make progress, 
endangering contract performance, as 
described in § 82.59-1 (c) (ii) or § 82.59-2 
(c) (ii), is found to exist, arrangements 
reasonably assuring contract completion 
without loss to the Government will be 
required in connection with the making 
of further progress payments and the 
making of other payments so long as 
progress payments are unliquidated. 
Within the meaning of §§ 82.59-1 (c) (ii) 
and 82.59-2 (c) (ii), performance of the 
contract includes full liquidation of prog¬ 
ress payments. Further payments will be 
withheld so long as any progress pay¬ 
ments remain unliquidated, only upon 
full consideration of all pertinent facts, 
and upon concluding that further pay¬ 
ments will serve to increase the probable 
loss to the Government. 

§ 82.71-3 Excessive inventpry. When 
inventory allocated to the contract is 
found substantially to exceed reasonable 
requirements (§§ 82.59-1 (c) (iii) and 
82.59-2 ^c) (iii)), the simplest form of 
adjustment to correct or avoid overpay¬ 
ment will be to eliminate the costs of such 
excess inventory from the costs shown 
in item 7 1 of the contractor's request set 
out in § 82.66. If that is not regarded as 
sufficient in a particular case, or if the 
adjustment in item 7 of the request will 
not accomplish full correction, additional 
deductions, to the extent necessary for 
the correction, should be made, to liqui¬ 
date progress payments, incident to bill¬ 
ings for payments other than progress 
payments. Transfer of such excess in¬ 
ventory from the contract should also be 
required. The expression ‘‘reasonable 
requirements” includes a reasonable ac¬ 
cumulation of inventory for future use to 
assure continuity of operations. 

§ 82.71-4 Delinquency in payment of 
costs of performance. The contractor's 
delinquency in payment of costs of 
contract performance in the ordinary 
course of business (§ 82.59-1 (c) (iv) or 
§ 82.59-2 (c) (v)) may be an indication 
of unsatisfactory financial condition or 
other circumstances endangering con¬ 
tract performance and involving prob¬ 
ability of loss to the Government. If 
such delinquency is not connected with 
poor financial condition that is so un¬ 
satisfactory as to endanger contract per¬ 
formance or to involve reasonably fore- 
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seeable loss to the Government, further 
progress payments and other payments 
will not necessarily be denied to protect 
the unliquidated progress payments and 
minimize risks of additional losses, and 
payments may be continued at the con¬ 
tract rate, or in reduced amounts, in 
connection with appropriate arrange¬ 
ments to (a) cure the contractor’s de¬ 
linquencies in payment of his costs of 
contract performance, (b) avoid further 
delinquencies, and (c) reasonably assure 
completion of the contract without loss to 
the Government. (See also, § 82.71-3.) 
Amounts claimed by subcontractors, 
suppliers and others, but disputed in 
good faith by the contractor, should not 
be considered delinquent until deter¬ 
mined due by a court (or by arbitration if 
applicable). However, any such dis¬ 
puted amounts shall be excluded from 
costs of performance so long as they are 
disputed. 

§ 82.71-5 Fair value of undelivered 
work. In connection with determining 
the relation of the amount of unliqui¬ 
dated progress payments to the fair 
value of the work accomplished on the 
undelivered portion of the contract 
(§ 82.59-1 (c) (v) or § 82.59-2 (c) <vi)) 
the principles stated in § 82.70 are appli¬ 
cable. In determining action, if any, to 
be taken, the Contracting Officer (utiliz¬ 
ing available audit, engineering, inspec¬ 
tion, and cost analyst services) will give 
full consideration to the degree of com¬ 
pletion of contract performance, the 
quality and amount of work performed 
on the undelivered portion of the con¬ 
tract, the amount of work remaining to 
be done and the estimated costs of com¬ 
pletion of performance, and the amount 
remaining unpaid under the contract. 
If the Contracting Officer finds that the 
fair value of the work done under the 
undelivered portion of the contract, in 
relation to the contract price, is less than 
the unliquidated progress payments, his 
actions will be governed by the principles 
stated in §§82.71-2 and 82.71-4. This 
fair value could not exceed the contract 
price of undelivered work under the con¬ 
tract, less the estimated total future costs 
of completion of the contract. When 
this fair value is found to be less than the 
amount of the unliquidated progress pay¬ 
ments, all further payments on the con¬ 
tract will be controlled in such a manner 
as to hold the unliquidated progress pay¬ 
ments within the fair value of the work 
done on the undelivered portion of the 
contract. See also, § 82.73-1. 

§ 82.71-6 Erroneous costs estimates. 
When liquidation percentages (§§ 82.59-1 
(b) and 82.59-2 <b)) lower than those 
called for by Part III of Appendix 5 
are established pursuant to Part IV 
of Appendix 2, it may occur that actual 
costs and future costs of performance 
are higher than the estimated costs 
used to establish liquidation rates. In 
such cases (§§ 82.59-1 (c) (vi) and 
82.59-2 (c) (iv)) appropriate increase 
of the liquidation percentage will be 
necessary to adjust for any under¬ 
liquidation that may have occurred, to 
bring the amount of unliquidated prog¬ 
ress payments within the limits of 
§ 82.59-1 (a) (3) or § 82.59-2 (a) (3), and 


to assure the adequacy of future liqui¬ 
dations. Increase of the liquidation per¬ 
centage will also become necessary even 
though Part IV of Appendix 2 has not 
been applied in fixing the liquidation 
percentage, when progress payments are 
based on costs of direct labor and ma¬ 
terial only (§ 82.59-2 ) or any limited cost 
base (§ 82.60-5). and actual costs forming 
the base for progress payments are 
higher than the estimated eligible costs 
used in establishing the liquidation per¬ 
centage. 

§ 82.72 Report of adverse develop¬ 
ments. The required reports of adverse 
developments (§82.18) will include re¬ 
port of remedial or protective action 
taken or proposed. However, the filing of 
such reports shall not relieve the per¬ 
sonnel responsible for administration of 
the contract from taking such action as 
is deemed proper, prudent, and benefi¬ 
cial to the Government. 

§ 82.73 Government title. Since the 
clauses in § 82.59 give the Government 
title to all of the materials, work in proc¬ 
ess, and finished goods under contracts 
after the making of progress payments 
thereon, care should be taken to assure, 
to the extent reasonably necessary, that 
the title to the Government will be free 
of all encumbrances. The procedure in 
this respect will necessarily vary with the 
particular circumstances of individual 
cases. Ordinarily, in the absence of rea¬ 
son to believe that the Government title 
may be subject to encumbrance, the con¬ 
tractor’s certificate will be relied on. If 
any arrangements or conditions are 
found that would impair the contractor’s 
right of disposition of the property af¬ 
fected by the progress payments, appro¬ 
priate airangements should be made to 
establish and protect the Government 
title. The existence of any such encum¬ 
brance is a violation of the contractor’s 
obligations under the contract. 

§ 82.73-1 Loss, theft, destruction or 
damage. Sections 82.59-1 (e) and 82.59-2 
(e) are not intended to apply to normal 
spoilage. The risk of loss as to prop¬ 
erty affected by the progress payment 
clause is on the contractor, except to the 
extent that by some special provision of 
the contract (such as that relating to 
aircraft in the open) the Government 
shall have expressly assumed the risk 
of loss. Such express assumption of risk 
by the Government is not made in the 
progress payment clause, the default 
clause, or the termination clause. Be¬ 
cause of problems of administering the 
contract, especially those connected with 
property responsibility and inventory 
control, the risk of loss on property to 
which the Government holds title be¬ 
cause of progress payments must be on 
the contractor to the same extent that 
it would be if the contractor held title to 
the property. This risk of loss carries 
with it the accompanying duty to repay 
to the Government the amount of un¬ 
liquidated progress payments based on 
costs allocable to lost, stolen, or destroyed 
property or to the damaged portion of 
the property. If the Government has 
expressly assumed particular risks of 
loss, then, to the extent of such express 
assumption of risk by the Government, 


the contractor would not be obligated to 
repay to the Government the ajnount of 
unliquidated progress payments based on 
costs allocable to such lost, stolen, de¬ 
stroyed or damaged property. See, how¬ 
ever, §§ 82.59-1 (c) (v) and 82.59-2 (c) 
(vi), as to future payments on the con¬ 
tract after such loss, damage, theft or 
destruction. 

§ 82.73-2 Government-f urnished 
property. Contract provisions referring 
to or defining liability for Government- 
furnished property do not apply to prop¬ 
erty to which the Government shall have 
acquired title solely pursuant to the pro¬ 
visions of the progress payment clause 
(§ 82.59-1 (d) or § 82.59-2 (d)). Prop¬ 
erty to which the Government has ac¬ 
quired title solely pursuant to the prog¬ 
ress payment clause is not subject to 
Appendixes B and C of the Armed Serv¬ 
ices Procurement Regulation (§ § 30.2 
and 30.3 of subchapter A of this 
chapter). 

§ 82.73-3 Special tooling. When the 
contractor furnishes special tooling, as 
defined in § 13.101-5 of subchapter A of 
this chapter, pursuant to a special tool¬ 
ing clause (§ 13.504 of subchapter A of 
this chapter), and such special tooling 
is not to be delivered to the Government 
as an end item under the contract, the 
handling and disposition of such special 
tooling will be governed by the special 
tooling clause of the contract, even 
though title to such special tooling is 
held by the Government pursuant to the 
progress payment clause of the contract. 

§ 82.73-4 Termination for conven¬ 
ience of the Government. After the giv¬ 
ing of notice of termination under 
contract provision for termination for 
the convenience of the Government, the 
property to which the Government has 
title pursuant to the progress payment 
clause and which is a part of termination 
inventory will be acquired or disposed of 
in accordance with the provisions of the 
termination clause of the contract and 
of applicable laws and regulations. The 
acquisition or disposition of such termi¬ 
nation inventory shall be governed by 
the termination clause, even though title 
to all or a portion of such inventory is in 
the Government pursuant to the prog¬ 
ress payment clause of the contract. 

§ 82.73-5 Scrap ; excess property . 
(a) In the course of proper performance 
of contracts, contractors are permitted 
to sell or otherwise dispose of current 
production scrap in the ordinary course 
of business, notwithstanding the Gov¬ 
ernment’s title under the progress pay¬ 
ment clause. Permission of the Con¬ 
tracting Officer for such disposal of scrap 
is not required. With the permission of 
the Contracting Officer and on terms ap¬ 
proved by him, contractors may also ac¬ 
quire or dispose of materials, inventor¬ 
ies, or work in process to which the Gov¬ 
ernment has acquired title pursuant to 
the progress payment clause of the con¬ 
tract, including transfer of such prop¬ 
erty to other work of the contractor. 
Proceeds of scrap disposal will be 
credited against the costs of contract 
performance. Costs allocable to prop¬ 
erty. other than scrap, so transferred 
from the contract will be eliminated 
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from the costs of contract performance, 
and the contractor shall be required to 
repay to the Government (by cash or 
credit memorandum) an amount equal 
to the unliquidated progress payments 
allocable to the property so transferred 
from the contract. 

(b) When (1) the contractor has 
completed all work called for by the con¬ 
tract, and (2) such work has been de¬ 
livered to and accepted by the Govern¬ 
ment, and (3) progress payments made 
under the contract have been fully liqui¬ 
dated, and (4) the contractor has fully 
performed all its obligations under the 
contract (including the making of any 
payments to which the Government may 
be entitled under the contract, and in¬ 
cluding compliance with any other pro¬ 
visions of the contract, such as the ter¬ 
mination clause or the special tooling 
clause or the Government-furnished 
property clause), any excess property 
remaining is to be regarded as having 
not been allocated or properly charge¬ 
able to the contract under sound and 
generally accepted accounting principles 
and practices, and thus outside the scope 
of the progress payment clause which 
would have vested title in the Govern¬ 
ment. Accordingly, the contractor 
holds title to such excess property and 
may deal with it as he desires. 

§ 82.74 Interpretations. It is impor¬ 
tant that this part and the clauses set 
forth herein be applied fairly and uni¬ 
formly for all contractors. When a 
serious question of interpretation or ap¬ 
plication of this part arises within a pro¬ 
curing activity, and is regarded as being 
of general importance, if the circum¬ 
stances reasonably permit the obtaining 
of an advance opinion on the question 
from departmental headquarters, the 
question should be presented, through 
procurement channels, to the procure¬ 
ment policy office of the department 
primarily interested, namely the Deputy 
Chief of Staff for Logistics. Office of 
Naval Material or Deputy Chief of Staff 
Materiel. If the circumstances do not 
reasonably permit request for advance 
opinion, report of an interpretation 
made (if regarded as important and of 
general interest for uniform application 
or interpretation of this part) should be 
made to the appropriate one of the pro¬ 
curement policy offices mentioned. 
Those offices are expected to take ap¬ 
propriate and timely action to obtain 
the views of interested offices of the 
other departments, including the con¬ 
tract financing offices (§82.16). When 
questions submitted are considered to be 
of importance in the general interest of 
uniformity and of fair and effective ad¬ 
ministration of this part, appropriate 
revision of this part will be considered in 
the manner outlined in § 82.3. In periods 
between any amendments of this part, it 
is contemplated that information on im¬ 
portant interpretations of general inter¬ 
est, reported to or made at departmental 
headquarters, will be made available to 
procuring activities for dissemination to 
interested purchasing offices. 
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Appendix 1 

IDoD Directive 7800.1, 30 October 1953) 

DEFENSE CONTRACT FINANCING POLICY 

References: (a) Memorandum dated 14 
October 1950, from the Deputy Secretary of 
Defense, Subject: Defense Contract Financ¬ 
ing Policy; (b) Joint Regulations (SR 715- 
35-5: NAVEXOS P-1006; AFR 173-133), dated 
17 March 1952, Subject: Defense Contract 
Financing. 

I. Purpose. The purpose of this directive, 
in additoin to the purpose stated below, is to 
revise reference (a) in order to (1) conform 
to Section 301 (a) of the Defense Production 
Act of 1950, as amended by Section 4 of the 
Defense Production Act Amendments of 1953, 

(2) revise the order of general preferences for 
forms of contract financing so as to place 
guaranteed loans ahead of progress payments, 

(3) eliminate mention of the Munitions 
Board and to make appropriate references 
to the Assistant Secretary of Defense (Supply 
and Logistics) instead of the Munitions 
Board, and (4) delete references to “direct 
loans’*. 

n. Cancellation . Reference (a) is can¬ 
celed. 

III. Policy. The purpose of this directive 
is to establish basic contract financing policy 
for the Department of Defense to assure 
proper uniformity in policies, procedures, 
and forms, and to provide for application of 
the fundamental management principle of 
internal check and balance. 

The term “financing” as used in this di¬ 
rective covers government guaranteed loans, 
advance payments, and progress payments 
(not including partial payments for delivery 
of one or more completed units called for 
under a contract) necessary for both per¬ 
formance and termination purposes, to the 
extent authorized by law (insofar as progress 
payments are concerned, it is contemplated 
that contract financing officers will partici¬ 
pate in the development of appropriate 
standard contract provisions designed to 
avoid undue risk to the Government and 
would participate only in specific cases in¬ 
volving unusual financial arrangements and 
conditions). 

Financing must support procurement and 
should be designed to aid not impede essen¬ 
tial procurement, but should be so adminis¬ 
tered as to avoid the risk of monetary loss to 
the Government to the extent compatible 
with aiding essential procurement. To this 
end: 

a. In terms of organization, the financing 
function should be separated from the pro¬ 
curement function, but close cooperation 
between the procurement and financing 
functions should be preserved at all times. 

b. Procuring activities in placing con¬ 
tracts must give due regard to the financial 
capabilities of the supplier. 

c. Government financing for production or 
services should be provided only if, and to 
the extent, reasonably required for prompt 
and efficient performance of government 
contracts and subcontracts. 

d. Financing through guaranteed loans or 
advance payments may be made available to 
a supplier in cases where (1) the production 
or service is essential and (2) no alternative 
source is readily available without prejudice 
to the national defense. However, in con¬ 
nection with applications for guarantees of 
loans to be made to small-business concerns, 
and in connection with increases or exten¬ 
sions of maturities of guaranteed loans made 
to small-business concerns, and if they other¬ 
wise qualify, the factor of ready availability 
of alternative sources will not be considered, 
and the statement that the contracts or sub¬ 
contracts involved cover materials or services 
which cannot be procured readily from an 
alternative source without prejudice to the 
national defense will be omitted from the 
Certificate of Eligibility. 


e. It is recognized that adequate protec¬ 
tion against the financial impact of termina¬ 
tion of government contracts and subcon¬ 
tracts should encourage suppliers to Invest 
their own funds in performance under such 
contracts and that financing for termination 
purposes will be an important aid to ultimate 
reconversion of industry to peacetime activ¬ 
ities. Accordingly, termination financing 
may be made available, with appropriate pro¬ 
tection of the Government’s interest, either 
in connection with or independently of per¬ 
formance financing. 

f. If a disagreement arises between the 
financing office and the interested procure¬ 
ment activity in any department as to 
whether, to what extent, or in what form, 
financing should be furnished, the matter 
will be referred immediately to and resolved 
in the higher echelons of authority responsi¬ 
ble respectively for financing and procure¬ 
ment functions, subject to any issue being 
resolved ultimately by the Secretary of the 
Department concerned. 

When financing through loans or advance 
payments is requested, the interested procur¬ 
ing activity shall certify that the case meets 
the requirements set forth in d above, and 
shall accompany such certification with ade¬ 
quate supporting data pertinent to the case. 

Uniform financing policies and, so far as 
practicable, uniform procedures and standard 
forms are to be used by the Military Depart¬ 
ments and, to the extent mutually agreed 
upon by the Military Departments, facilities 
and personnel are to be used in common. 
In formulating such policies, procedures, 
and forms, due regard shall be given to the 
desirability of following, so far as consistent 
with present circumstances, the policies and 
procedures developed during World War II. 

In determining what form of financing 
shall be recommended or made available to 
suppliers, the following order of preference 
should generally be observed, recognizing 
that there may be valid exceptions in specific 
cases or classes of cases: 

a. Private financing (without governmen¬ 
tal guarantee). 

b. Guaranteed loans (with financing Insti¬ 
tutions participating to an extent appropriate 
to the risk involved). 

c. Progress payments. 

d. Advance payments. 

The responsibility for Insuring uniform 
administration of financing in accordance 
with this directive shall be in the Assistant 
Secretary of Defense (Comptroller). Specific 
cases need not be referred to the Office of 
the Assistant Secretary (Comptroller) , unless 
policy or important procedural problems are 
involved, and the day-to-day financing op¬ 
erations shall be the responsibility of the 
Military Departments. 

Responsibility for financing In each De¬ 
partment shall be in the Under or Assistant 
Secretary responsible for the comptroller 
function, with the focal point of such ac¬ 
tivities at departmental headquarters al¬ 
though contract financing offices may be 
established at the operational level deter¬ 
mined by that Department. 

There shall be a Contract Finance Com¬ 
mittee composed of a representative of the 
Assistant Secretary of Defense (Comptroller) 
as Chairman, a representative of the As¬ 
sistant Secretary of Defense (Supply and 
Logistics) and two representatives of each 
Military Department (one representing pro¬ 
curement and one representing the contract 
finance office), which Committee shall meet 
upon call by the Chairman, upon his own 
initiative or when requested by a member of 
the Committee. This Committee shall ad¬ 
vise and assist the Assistant Secretary of 
Defense (Comptroller)- in assuring proper 
and uniform application of policies and the 
development of procedures and forms, and 
may from time to time recommend to the 
Secretary of Defense through the Assistant 
Secretary of Defense (Comptroller) and the 
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Assistant Secretary of Defense (Supply and 
Logistics) such further policy directives on 
the subject of financing as may appear de¬ 
sirable. For matters involving guaranteed 
loans, a representative of the Board of Gov¬ 
ernors of the Federal Reserve System may be 
invited to meet with the Committee. The 
Committee also may from time to time secure 
the advice of representatives of other 
branches of the Government and other per¬ 
sons and may invite such representatives 
and persons to its meetings. 

The policies stated herein are effective 
immediately, and all departments and agen¬ 
cies concerned are directed to initiate action 
immediately to conform thereto. Appro¬ 
priate conforming changes will be made in 
reference (b) and in the procedures of the 
Military Departments. 

C. E. Wilson, 
Secretary of Defense. 

Appendix 2 

(DoD Directive 7800.4, November 16.1956] 

DEFENSE CONTRACT FINANCING POLICY—SMALL 
BUSINESS CONCERNS 

References: (a) Department of Defense Di¬ 
rective No. 7800.1, dated 30 October 1953, 
Subject: Defense Contract Financing Policy: 
(b) Department of Defense Directive No. 
7840.1. dated 22 April 1954, Subject: Defense 
Supply Contract Financing—Progress Pay¬ 
ments Based on Costs; (c) Department of De¬ 
fense Directive No. 7830.1. dated May 31. 1956, 
Subject: Defense Contract Financing Policy— 
Advance Payments; (d) Joint Regulations 
(SR 715-35-5; NAVEXOS P-1006; AFR 173- 
133), dated 17 March 1952, Subject: Defense 
Contract Financing. 

I. Purpose. It is the purpose of this direc¬ 
tive (1) to insure that the need for advance 
or progress payments by contractors will not 
be treated as a handicap in awarding con¬ 
tracts, (2) to facilitate and accelerate the 
making of progress payments requested by 
small suppliers under Government contracts. 

(3) to emphasize the usefulness and desira¬ 
bility of providing proper contract financing 
assistance to small-business concerns, and 

(4) to supplement the above references for 
these purposes. 

IT. Contract awards—Financing not a 
Handicap. Prudent contract financing sup¬ 
ports procurement and production and 
fosters the small-business policy by provid¬ 
ing necessary funds to supplement other 
funds available to contractors for contract 
performance. 

The need for advance payments or for prog¬ 
ress payments or for a guaranteed loan 
(with reasonable percentage of guarantee) 
shall not be treated as a handicap in award¬ 
ing contracts to those qualified contractors 
who are deemed competent and capable of 
satisfactory performance (AfiPR 1-307; ASPR 
2-406; paragraphs 204-205 of reference (d)). 
The ability of the contractor to perform the 
contract, including the availability of money 
or credit necessary for performance, must be 
reasonably assured in all cases. Within es¬ 
tablished policy, awards which are otherwise 
proper must not be deterred by the necessity 
for providing reasonable contract financing. 
A contractor deemed reliable, competent, 
capable and otherwise responsible, must not 
be regarded as any less responsible by rea¬ 
son of the need for reasonable contract 
financing provided or guaranteed by a mili¬ 
tary department. In selection of an appro¬ 
priate method for provision of funds, con¬ 
tractors will not be expected to seek or 
obtain loans or credit from agencies of the 
Government outside the Department of 
Defense. 

III. Progress Payments. A. Reference (b) 
contemplates that provision for the custom¬ 
ary progress payments described in its Part 
III, subject to the standards and limitations 
therein provided, will be made as a matter 
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of course when requested by contractors who 
are known (from experience or adequate 
pre-award investigation) to be reliable, com¬ 
petent. capable of satisfactory performance, 
in satisfactory financial condition, and to 
have an adequate accounting system and con¬ 
trols. The long “lead time** or preparatory 
period in these cases, normally approximat¬ 
ing six months or more between the begin¬ 
ning of work and the first delivery, and the 
accompanying pre-delivery expenditures that 
may have a material impact on the contrac¬ 
tor’s working funds, are regarded as making 
this type of progress payment “reasonably 
necessary'* within the meaning of reference 
(a). and as making the general preference for 
private financing. Including guaranteed 
loans, not applicable to this class of cases. 
Hence, such customary progress payments 
will be provided in contracts upon request, 
subject to the limitation provided by Part 
III of reference (b). for discouragement of 
progress payments on relatively small nego¬ 
tiated contracts of the stronger and larger 
contractors who are not small-business con¬ 
cerns. If a small-business concern, and the 
contract Involved, meet the standards for 
customary progress payments (Part III of ref¬ 
erence (b)) the smallness of the contract 
shall not deter the making of provision for 
customary progress payments to such small- 
business concerns. 

B. Requests for proposals shall state that 
contract provision for progress payments will 
be made in conformity with regulations. 

C. Requests for proposals and invitations 
for bids shall specify that the need for ad¬ 
vance or progress payments conforming to 
regulations will not be considered as a handi¬ 
cap or adverse factor in the award of con¬ 
tracts. (When invitations for bids do not 
provide for progress payments, the words “or 
progress’* will be deleted from the statement 
required by this Part III. C.) 

D. Whenever, incident to formal advertis¬ 
ing, the Contracting Officer considers (1) that 
the period between the beginning of work and 
the required first production delivery will 
exceed six months, or (2) that progress pay¬ 
ments will be useful or necessary by reason 
of unusual circumstances that will involve 
.substantial accumulation of pre-delivery 
cost8 that may have a material impact on a 
contractor’s working funds (including but 
not limited to substantial small business set- 
asides expected to Involve a relatively large 
pre-delivery accumulation of materials, pur¬ 
chased parts or components) the invitations 
for bids shall state that upon written re¬ 
quest by the prospective contractor a progress 
payment clause (to be included in the invita¬ 
tions for bids or identified by appropriate ref¬ 
erence therein, and to be the appropriate one 
of the contract clauses at 75 per cent of total 
costs or 90 percent of costs of direct labor 
and material) will be included in the contract 
at the time of award. These invitations for 
bids providing for progress payments shall 
also state that bids Including requests for 
progress payments will be evaluated on an 
equal basis with those not Including requests 
for progress payments. 

E. The standards and procedure prescribed 
by the first two paragraphs of Part IV of 
reference (b) will not apply to the cases 
mentioned in paragraph D of this Part III, 
next above. 

F. In connection with requests for provi¬ 
sion of progress payments, or advance pay¬ 
ments. there must be timely action, no un¬ 
warranted delay, and no hesitation to make 
proper contract financing provisions. 

IV. Progress Payment Liquidation. A. The 
method for liquidation of progress payments 
prescribed by Part III of reference (b) will 
not apply if, at the inception of a contract 
(on the basis of satisfactory cost estimates) 
or thereafter by amendment (based on satis- 
factory data on cost experience and estimated 
future costs) the parties shall agree on a 
percentage rate of liquidation which will (1) 
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effect liquidation of the amount of progress 
payments involved in each invoice from 
which liquidation of progress payments is to 
be made (1. e., recovery of the portion of 
costs for which progress payments have been 
made), (2) permit payment to the contractor 
of not more than the cost of items delivered 
and accepted (less allocable progress pay¬ 
ments) and his earned profit on those items, 
and (3) Insure that unliquidated progress 
payments will not exceed the percentage 
specified in the contract, of the costs forming 
the base for progress payments, applicable 
only to that portion of the contract which 
has not been delivered, accepted and invoiced. 

B. However, when progress payments are 
to be made at 75 percent of the total costs, 
this percentage for liquidation of progress 
payments, lower than that prescribed by 
reference (b) to the extent appropriate, shall 
not be fixed at a rate less than 70 percent 
except as provided in C, below. If the prog¬ 
ress payment percentage of total costs Is less 
than 75 percent, comparable relationship 
between the progress payment percentage 
and the above minimum liquidation percent¬ 
age shall b# maintained. Similar principles 
as to minimum liquidation percentages shall 
be applied when progress payments are to 
be made at 90 percent of the costs of direct 
labor and material, or on a more limited cost 
base, or at lesser percentages of limited costs. 

C. With regard only to items for which 
final prices have been established under con¬ 
tracts. progress payment liquidation per¬ 
centages conforming to the standards stated 
in A, above, but less than the minimum liqui¬ 
dation percentages stated and outlined in 
B. above (e. g.. less than 70 percent when 
progress payments are based on 75 percent 
of total costs) may be established by amend¬ 
ment of contracts upon submission of satis¬ 
factory information by the contractor show¬ 
ing separately (1) the cost of items that have 
been delivered, accepted and invoiced, (2) 
the cost of work not delivered, accepted and 
invoiced, (3) the estimated costs of com¬ 
pletion. and (4) an applicable profit on the 
items for which final prices have been es¬ 
tablished that is higher than the amount of 
profit permitted to be released by application 
of the progress payment liquidation per¬ 
centage then specified in the contract. 

D. Reference (b) is hereby revised as set 
forth above. Liquidation percentage rates 
as described herein, less than those pre¬ 
scribed by reference (b), will not be estab¬ 
lished initially or by amendment except on 
the basis of satisfactory cost data and esti¬ 
mates furnished by the contractor. Con¬ 
tracts may be amended to reduce the liqui¬ 
dation rate not more frequently than once 
In each period of twelve months. 

V. Advance Payments. Circumstances 
will occur, especially on contracts with 
small-business concerns, in which advance 
payments will be more beneficial to the 
interests of the Government and more suit¬ 
able to the situation of the contractor than 
other methods of contract financing (para¬ 
graph 404 of reference (d)). If. incident to 
a bid or proposal, or after award of a con¬ 
tract. an otherwise qualified contractor is 
found to require advance payments, there 
should be no hesitation in recommending 
to higher authority that advance payments 
be established. 

VI. Acceleration of Payments. Payments 
must be made promptly on all contracts 
when due. It is of continuing importance 
that there be acceleration of all proper pay¬ 
ments earned by contractors, including 
progress payments. When there are reasons 
to doubt the prudepce of continuing prog¬ 
ress payments in cases involving perform¬ 
ance difficulties or financial deterioration, 
decision must be made promptly and with 
proper regard to the harmful effects of 
delay on the continued operation of the con¬ 
tractors concerned. 

VII. Small Business—General. Immedi¬ 
ate and continuing attention must be given 
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at all levels to Insure that constructive 
measures will be taken to facilitate and ac¬ 
celerate necessary contract financing assist¬ 
ance to small suppliers.. Every reasonable 
effort must be made to assist small suppliers 
in the resolution of their problems relative 
to the financing of contract performance, as 
well as to assist them in understanding and 
complying with the requirements of per¬ 
formance as to payment forms, inspection 
and cost accounting. 

VIII. Effective Date. This directive shall 
be made effective within 30 days after the 
date of issuance. 

C. E. Wilson, 
Secretary of Defense . 

Appendix 3 

[ DoD Directive 7800.2, 12 March 1954 J 

DEFENSE CONTRACT FINANCING POLICY 

Reference: (a) Memorandum from the 
Deputy Secretary of Defense, dated February 
1, 1951. 

I. Purpose. The purpose of this directive 
is to revise reference (a), and to apply its 
principle to all contract financing. 

II. Cancellation . Reference (a) is can¬ 
celed. 

III. Policy. Guaranteed loans under Sec¬ 
tion 301 of the Defense Production Act of 
1950, as amended, will be used primarily for 
working capital purposes. Such guarantee 
authority will not be used for loans for fa¬ 
cilities expansion. 

It is not the intent of this directive, how¬ 
ever. to preclude guarantees in cases in 
which a relatively small part of the loan 
might be used for facilities expansion of a 
minor or incidental nature; provided, that 
the borrower’s financial condition is such 
that the facilities expansion will not delay 
or impair repayment of a guaranteed loan 
which would be granted on a commercial 
banking basis. 

Since advance payments and progress pay¬ 
ments should be self-liquidating from con¬ 
tract performance, they also will not be used 
to finance fixed asset acquisitions for con¬ 
tractor ownership. 

These limitations are not intended to ap¬ 
ply to contracts under which facilities are 
being acquired for Government ownership. 

C. E. Wilson, 
Secretary of Defense. 

Appendix 4 

| DoD Directive 7830.1, May 31.1956] 

DEFENSE contract financing policy—advance 

PAYMENTS 

References: (a) Department of Defense Di¬ 
rective No. 7800.1, dated 30 October 1953, 
Subject: Defense Contract Financing Policy; 
(b) Department of Defense Directive No. 
7830.1. dated 7 November 1951, with attach¬ 
ment. Subject: Defense Contract Financing 
Policy—Advance Payments; (c) Department 
of Defense Directive No. 7830.3, dated 8 May 
1952, Subject: Defense Contract Financing 
Policy—Advance Payments. 

I. Purpose. It is the purpose of this di¬ 
rective to revise and combine references (b) 
and (c), and (1) eliminate the requirement 
for interest charge on advance payments on 
contracts for the management and operation 
of Government-owned plants, (2) increase 
the interest rate on new interest-bearing ad¬ 
vance payment provisions to 5 percent, and 
(3) conform the records clause requirement 
for advance payments under Title II of the 
First War Powers Act to the general records 
clause requirement under that Act. 

II. Scope . This directive supplements ref¬ 
erence (a). It applies to all advance pay¬ 
ments hereafter authorized, whether pur¬ 
suant to the Armed Services Procurement 
Act of 1947, as amended, the First War Powers 
Act, 1941, as amended, or pursuant to any 
other legislation except Section 602 of the 


Defense Appropriation Act, 1956 (P. L. 157, 
83d Congress, 69 Stat. 314). 

III. Policy. A. Advance payments should 
be used sparingly and care should be taken 
to see that advances outstanding are suffi¬ 
cient for but do not exceed the actual rea¬ 
sonable requirements for the contracts. The 
amount of the advance payment in any case 
should be based upon an analysis of the 
cash flow required under the contract, and 
as a general rule should not exceed the 
interim cash needs arising during the reim¬ 
bursement cycle. 

Generally, except for (1) nonprofit con¬ 
tracts with nonprofit educational or research 
institutions for experimental, research and 
development work, and (2) contracts solely 
for the management and operation of 
Government-owned plants, advance pay¬ 
ments should not be authorized unless no 
other means of adequate financing is avail¬ 
able to the contractor, and the amount of 
the authorization is predicated upon use of 
the contractor's own working capital to the 
extent possible. 

B. The advance payment agreement should 
provide for deposit of all payments into 
special bank accounts and should include 
suitable covenants to protect the Govern¬ 
ment’s interest. Advance payments under 
such authorizations should be limited to the 
contractor’s financial needs, and withdrawals 
from the special bank accounts provided 
therefor should be closely sypervised. The 
terms governing advance payments should 
include as security, in addition to or in lieu 
of the requirements for an advance payment 
bond or other security, provision for a lien 
in favor of the Government, paramount to 
all other liens, upon the supplies contracted 
for, upon the credit balance in any special 
account in which such payments may be 
deposited, and upon the material and other 
property acquired for performance of the 
contract. 

C. Interest will be charged on all advance 
payments hereafter authorized, at the rate of 
5 percent per annum on the unliquidated 
balance; provided, however, advance pay¬ 
ments may be approved without interest 
when in connection with nonprofit contracts 
with nonprofit educational or research insti¬ 
tutions for experimental, research and de¬ 
velopment work, or on contracts solely for 
the management and operation of Govern¬ 
ment-owned plants, or, in unusual cases 
when specifically authorized by the Under or 
Assistant Secretary responsible for the comp¬ 
troller function. In this connection, con¬ 
tracts for acquisition of facilities at cost, for 
Government ownership, in combination with 
or in contemplation of supply contracts or 
subcontracts, will be treated as ordinary 
profit contracts requiring interest on advance 
payments. 

Contracts with interest-free advance pay¬ 
ments. hereafter authorized, should provide 
that the contractor will charge interest at 
the rate of 5 percent per annum on sub¬ 
advances or down payments to subcontrac¬ 
tors, and that interest charged on such 
sub-advances or down payments will be 
credited to the account of the Government. 
However, interest need not be charged on 
sub-advances on nonprofit subcontracts with 
nonprofit educational or research institu¬ 
tions for experimental, research or develop¬ 
ment work. 

D. Except as provided in Part IV, below, 
the responsibility and authority for making 
determinations and findings with respect to 
advance payments, and in each case for ap¬ 
proval of contract provisions for advance 
payments, or for approval of the terms and 
conditions thereof. shaU be in the Under or 
Assistant Secretary responsible for the 
comptroller function in each military de¬ 
partment. The Government may not be 
committed, in any manner, directly or in¬ 
directly, to make an advance payment with¬ 
out the approval of the Under or Assistant 


Secretary responsible for the comptroller 
function (or in appropriate cases, of the per¬ 
sons to whom advance payment approval 
authority has been delegated in accordance 
with Part IV), and no procurement involving 
advance payments may become final until 
such approval is obtained. 

E. If a disagreement arises between the con¬ 
tract financing office and the Interested pro¬ 
curement activity in any department as to 
whether, to what extent, or in what form, 
financing should be furnished, the matter 
will be referred immediately to and resolved 
in the higher echelons of authority responsi¬ 
ble respectively for financing and procure¬ 
ment functions, subject to any issue being 
resolved ultimately by the Secretary of the 
department concerned. 

F. Each department shall submit reports 
of financing activities at such times and In 
such form as may be prescribed by the As¬ 
sistant Secretary of Defense (Comptroller). 

IV. First War Pouters Act, as amended. 
Pursuant to the First War Powers Act, 1941, 
as amended, and Executive Order No. 10210 
of February 2, 1051, the Department of the 
Army, the Department of the Navy, and the 
Department of the Air Force are authorized 
to make advance payments under contracts 
heretofore or hereafter made, without regard 
to other provisions of law relating to con¬ 
tracts, including advance payments under 
contracts awarded on competitive bids after 
formal advertising, and to amend such con¬ 
tracts to provide for advance payments. 

All contracts and amendments to con¬ 
tracts providing for advance payments made 
under the authority of the above-cited Act 
and Executive Order shall— 

1. Make reference to the Act and the 
Executive Order; 

2. Include a finding that the national de¬ 
fense is facilitated thereby; and 

3. Include the clause for "Examination of 
Records” required under that Act or the 
clause set forth in ASPR 7-104.15. 

Complete data shall be maintained by 
each department as to all contracts and 
amendments to contracts relating to advance 
payments made pursuant to the above-cited 
Act and Executive Order. 

Pursuant to the above-cited Act and 
Executive Order, the authority in each case 
to approve contract provisions for advance 
payments, or to authorize the terms and 
conditions thereof, may be delegated within 
each department to the Under or Assistant 
Secretary responsible for the comptroller 
function, with power of redelegation under 
such Under or Assistant Secretary no further 
than, to the Comptroller of the Army (and 
an alternate within his office) in the De¬ 
partment of the Army, to the Assistant 
Comptroller, Accounting and Finance (and 
an alternate within his office) in the De¬ 
partment of the Navy, and to the Deputy 
for Contract Financing to the Assistant 
Secretary (Financial Management) of the Air 
Force (and an alternate responsible to such 
Deputy for Contract Financing). 

V. Effective Date — Cancellations. This di¬ 
rective is effective 30 days from the date 
hereof, and may be applied from the date 
of issuance. It cancels references (b) and 
(c), but does not affect existing delegations 
of authority made pursuant to them. 

C. E. Wilson. 

Secretary of Defense. 

Appendix 5 

[DoD Directive 7840.1, 22 April 1954] 

DEFENSE SUPPLY CONTRACT FINANCING- 
PROGRESS PAYMENTS BASED ON COSTS 

References: (a) Department of Defense 
Directive No. 7800.1, dated 30 October 1953, 
Subject: Defense Contract Financing Policy; 
(b) Department of Defense Directive No. 
7840.1. dated 15 February 1954, Subject: De- 
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tense Supply Contract Financing—Progress 
Payments Based on Costs. 

I. Purpose. It Is the purpose of this direc¬ 
tive to clarify certain questions that have 
arisen under references (a) and (b), with 
particular regard to the general order of pref¬ 
erence for forms of financing stated in refer¬ 
ence (a), the requirement of references (a) 
and (b) that Government financing be pro¬ 
vided only when reasonably necessary, and 
the provision of reference (b) that progress 
payments should be only supplementary to 
private financing, including guaranteed 
loans. 

n. Cancellation. Reference (b) is can¬ 
celed. 

III. Standards for Customary Progress 
Payments Based on Costs. It is not and has 
not been the policy of the Department of 
Defense that the proper use of progress pay¬ 
ments should be stopped or unreasonably 
curtailed. Progress payments are sometimes 
necessary and useful to supplement the 
working funds available to defense con¬ 
tractors of all sizes. It should seldom be 
necessary for progress payments based on 
costs to exceed 90 percent of direct labor and 
material costs, or 75 percent of total costs, 
of the work done under the undelivered por¬ 
tion of the contract. 

Certain types of production contracts in¬ 
volve a long “lead time” or preparatory pe¬ 
riod, normally approximating six months 
or more between the beginning of work and 
the first delivery, and may require con¬ 
tractor’s pre-delivery expenditures that will 
have a material impact on the contractor's 
working funds. Familiar examples include, 
among others, contracts for aircraft, engines, 
complex items of electrical . or electronics 
equipment, heavy* handling equipment, pro¬ 
duction machines and equipment, tanks and 
other Items of heavy ordnance. 

Progress payments have been traditional 
and customary on this class of contracts, on 
the basis of not more than 75 percent of total 
costs or 90 percent of direct labor and mate¬ 
rial costs, of the work done under the un¬ 
delivered portion of the contract. Higher 
percentages have been provided in recent 
years. Such higher percentages, for future 
procurement, will be regarded as unusual, 
and not within the category of customary 
progress payments. 

When requested by contractors who are 
known (from experience or adequate pre- 
award investigation) to be reliable, compe¬ 
tent, and capable of satisfactory perform¬ 
ance, to have an adequate accounting system 
and controls, and to be in satisfactory finan¬ 
cial condition, provision for progress pay¬ 
ments up to but not exceeding the percent¬ 
ages and bases specified above, in the class 
of contracts described above, is regarded as 
reasonably necessary within the meaning of 
reference (a). In such cases it is not nec¬ 
essary to require projections of cash receipts 
and expenditures or other demonstration of 
actual reasonable need for progress pay¬ 
ments. To this extent, for this class of con¬ 
tracts. the general preference for private 
financing, including guaranteed loans (ref¬ 
erence (a)), does not apply. 

When costs other than for direct labor and 
material are in the base for progress pay¬ 
ments. the percentage of the contract price 
of delivered items to be applied for liquida¬ 
tion of progress payments will be not less 
than the percentage of costs upon which 
progress payments are based, e. g., when prog¬ 
ress payments are based on 75 percent of all 
cost, liquidation will be at a rate not less than 
75 percent of the contract price of separate 
items as they are delivered. When progress 
payments are based on 90 percent (or speci¬ 
fied lesser percentage) of the costs of direct 
labor and material, the rate of liquidation of 
progress payments will be not less than 90 
percent (or the specified lesser percentage) 
of the percentage of estimated total costs 
represented by the estimated costs of direct 
No. 28-5 
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labor and material. Thus, for example, if the 
base for progress payments is 90 percent of 
the costs of direct labor and material, and 
if estimated costs of direct labor and material 
are 70 percent of total estimated costs, liqui¬ 
dation will be at a rate not less than 63 per¬ 
cent (90X70) of the contract price of sepa¬ 
rate items as they are delivered. 

This directive is applicable to all contracts 
of the class described above, whether such 
contracts are large or small, and to all con¬ 
tractors regardless of the size of the con¬ 
tractor. However, in order to minimize ad¬ 
ministrative effort and expense, progress 
payments will be discouraged on relatively 
small contracts of the stronger and larger 
contractors, e. g., contracts for less than 
$1,000,000, unless the circumstances of a 
group of such contracts, for contemporaneous 
performance, make such contracts the ap¬ 
proximate equivalent of a larger contract 
that would have a material Impact on the 
contractor's working funds. 

IV. Standards for Unusual Progress Pay¬ 
ments Based on Costs. Progress payments 
based on costs, other than progress payments 
of the class and within the limits set forth 
in part III of this directive, above, will be 
regarded as unusual, and will require special 
approval. This is deemed necessary for the 
purpose of minimizing risks, and in order 
to establish and maintain the greatest prac¬ 
ticable uniformity with regard to such prog¬ 
ress payments within and among the mili¬ 
tary departments. Any contractor seeking 
provision for progress payments that is “us¬ 
ually”, within the meaning of this directive, 
will be required to demonstrate fully his ac¬ 
tual need therefor, with due regard to the 
preference for private financing, including 
guaranteed loans (reference (a)). Requests 
for “unusual” progress payments shall be 
approved only under exceptional circum¬ 
stances and must have the specific approval 
of the head of a procuring activity (ASPR 
1-201.4) or of a general or flag officer desig¬ 
nated for that purpose. 

Such cases must involve a preparatory 
period requiring contractor’s pre-delivery ex¬ 
penditures that are large in relation to the 
contract price and in relation to the contrac¬ 
tor’s working capital and credit. Contract 
provisions for progress payments in this cate¬ 
gory will be only supplementary to private 
financing, including guaranteed loans, in 
amounts necessary for contract performance. 
The percentage rates and cost bases for 
progress payments on new procurement in 
this category will be determined on a mini¬ 
mum basis commensurate with the contrac¬ 
tor’s production schedule requirements and 
minimum Inventory lead time, with due re¬ 
gard to the contractor’s projected cash needs, 
cash resources and their planned application. 

For the time being, all requests involving 
progress payments at rates exceeding 90 per¬ 
cent of direct labor and material costs or ex¬ 
ceeding 75 percent of total costs, if regarded 
favorably by the head of a procuring activity 
(ASPR 1-201.4) or by a specially designated 
general or flag officer within a procuring ac¬ 
tivity, will be forwarded, with supporting 
information, for approval of a designated 
office or person at departmental headquarters 
of the military department directly con¬ 
cerned. Such office or person may be the 
contract financing office at departmental 
headquarters (reference (a)), or such person 
or persons, located at departmental head¬ 
quarters and responsible to the Under or As¬ 
sistant Secretary responsible for the comp¬ 
troller function, as may be designated for this 
purpose by such Under or Assistant Secretary. 
Such requests, before approval, will be co¬ 
ordinated speedily with representatives of 
the other military departments and of the 
Assistant Secretary of Defense (Comptroller). 
When approval is given by the contract 
financing office, or other designated repre¬ 
sentative of the Under or Assistant Secretary 
above-mentioned, such approval will ordl- 
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narily extend to future contracts with the 
same contractor, so that resubmlsslon of fu¬ 
ture similar requests for unusual progress 
payments to that contractor need not be re¬ 
quired unless so indicated on the initial 
approval or thereafter required by the ap¬ 
proving authority after review of the 
contractor’s current condition and circum¬ 
stances. 

V. General Considerations. Progress pay¬ 
ments require careful administration to in¬ 
sure against overpayments and losses. In 
all cases the physical progress of the work 
should be evaluated periodically to assure 
that the progress payments are fairly sup¬ 
ported by the value of the work actually 
accomplished on the undelivered portion of 
the contract in conformity with the con¬ 
tract requirements. Also, the unliquidated 
progress payments should not be permitted 
to exceed the percentage specified in the 
contract, of the costs forming the base for 
progress payments, applicable only to the 
partially finished undelivered portion of the 
contract. 

The extent of supervision required, 
whether for loss prevention or for avoidance 
of overpayments, should vary inversely with 
the experience, performance record, reliabil¬ 
ity, quality of management, and financial 
strength of contractors, and with the ade¬ 
quacy of their accounting system and con¬ 
trols. Review should be of a kind and 
degree that will be sufficient, consistent with 
the circumstances of individual cases, to 
provide timely knowledge of circumstances 
that would adversely affect contract per¬ 
formance and the liquidation of progress 
payments, and timely opportunity for any 
action that may be appropriate for the pro¬ 
tection of the Government. Particular care 
must be taken to assure that the unpaid 
balance of the contract price will be ade¬ 
quate to cover the anticipated cost of com¬ 
pletion, or that the contractor has adequate 
resources to complete the contract if the 
unpaid balance of the contract price is in¬ 
adequate to cover costs of completion. 

In the process of reviewing individual 
progress payments already existing or here¬ 
after established, action to reduce or slow 
down progress payments or to increase liqui¬ 
dation rates (unless Justified on other 
grounds, such as overpayments or unsatis¬ 
factory performance) should be consistent 
with contract provisions, and never taken 
precipitately or arbitrarily. Any such re¬ 
duction of progress payments on active con¬ 
tracts (other than normal liquidation pur¬ 
suant to the contract) should be effected 
only after notice to and discussion with the 
contractor, and after full exploration of the 
contractor’s financial condition, existing or 
available credit arrangements, projected cash 
requirements, effect of progress payment re¬ 
duction on the contractor’s operations, and 
generally on the equities of the particular 
situation. Where contract performance is 
satisfactory, and there Is neither overpay¬ 
ment nor anticipated loss proper progress 
payments, adequately verified, will be paid 
promptly when earned and billed in accord¬ 
ance with contract provisions, even though 
the terms of the particular contract may 
make the payment discretionary rather than 
mandatory, and such proper payments will 
not be held up or denied because of the 
contractor’s lack of need for the payment. 

The standards set forth and referred to in 
this directive are equally applicable to situa¬ 
tions where it is contemplated that contracts 
will provide for progress payments based on 
progress payments made by a prime con¬ 
tractor to a subcontractor. However, when 
progress payments have been made by a 
prime contractor to a subcontractor pursuant 
to the provisions of the applicable prime 
contract and subcontract, the progress pay¬ 
ment to the prime contractor to reimburse 
him for such progress payment to the sub¬ 
contractor may Include the full amount of 
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his progress payment made to the subcon¬ 
tractor when so provided by the prime 
contract. 

Cost reimbursement contracts will not be 
used as a means or tor the purpose of avoid¬ 
ing the standards applicable to progress 
payments. 

Progress payments measured by a percent¬ 
age of physical completion will not be used 
as a substitute for progress payments based 
on costs, in situations where progress pay¬ 
ments are ordinarily based on costs. 

VI. Effective Date. This directive is effec¬ 
tive upon issuance. It has equal application 
to production contracts and to contracts for 
research and development. It applies to 
new contracts Involving progress payments 
based on costs, to new supplements or 
amendments increasing quantities under 
existing contracts, and to any amendments 
or supplements providing for progress pay¬ 
ments based on^costs under any contracts 
not presently providing for progress pay¬ 
ments. Part V, above, is also applicable to 
existing contracts, whenever consistent 
therewith. Copies of this directive will be 
distributed promptly by the military depart¬ 
ments to all personnel concerned with the 
making of contract provisions for progress 
payments based on costs, or with the admin¬ 
istration of such progress payments. It is 
contemplated that additional directives will 
deal more comprehensively with progress 
payments, particularly progress payments 
based on percentages of physical completion. 

C. E. Wilson, 
Secretary of Defense. 

Appendix 6 

V-LOAN GUARANTEE AGREEMENT 

Note: A sample copy of this form has been 
filed with the Federal Register Division as 
part of the original document. 

The Joint Regulations AR 715-6, 
NAVEXOS P-1006, AFR 173-133 “De¬ 
fense Contract Financing Regulations'* 
as prepared by the Contract Finance' 
Committee are hereby approved for pub¬ 
lication and implementation. 

Robert D. King, 

Deputy Assistant Secretary of the 
Army (Financial Management). 

William B. Franke, 
Assistant Secretary of the Navy 
(Financial Management ). 

Lyle S. Garlock, 
Assistant Secretary of the Air Force 
(Financial Management ). 

December 17,1956. 

[F. R. Doc. 57-964; Filed, Feb. 8, 1957; 

8:45 a. m.J 


Chapter V—Department of the Army 

Subchapter F—Personnel 

Part 577— Medical and Dental 
Attendance 

PERSONS ELIGIBLE TO RECEIVE CARE 

Section 577.15 is revised to read as 
follows: 

§ 577.15 Persons eligible to receive 
medical care at Army medical treatment 
facilities —(a) General —(1) Purpose. 
This section establishes the policy gov¬ 
erning the authorization for medical 
and dental care of certain categories of 
personnel at Army medical treatment 
facilities and prescribes the extent of 
treatment authorized thereat. 


RULES AND REGULATIONS 


C2> Applicability. This section Is ap¬ 
plicable to all commands of the Army 
establishment. 

<b) Definitions . For the purpose of 
this section, the following definitions 
apply: 

(1) Uniformed services. The Army, 
the Navy, the Air Force, the Marine 
Corps, the Coast Guard, the Commis¬ 
sioned Corps of the Coast and Geodetic 
Survey, and the Commissioned Corps of 
the Public Health Service. 

(2) Member of a uniformed service. 
A person appointed enlisted, inducted, 
called, ordered, or conscripted in a uni¬ 
formed service who is serving on active 
duty or active duty for training. 

(3) Retired member of a uniformed 
service. A member or former mem be £ 
of a uniformed service who is entitled to 
retired, retirement, retainer, or equiva¬ 
lent pay as a result of service in a uni¬ 
formed service, other than a member or 
former member entitled to retired or 
retirement pay under Title 10, United 
States Code, sections 1331-1337 (form¬ 
erly Title III of the Army and Air Force 
Vitalization and Retirement Equaliza¬ 
tion Act of 1948), who has served less 
than 8 years on full-time duty in the 
active military service other than active 
duty for training. 

(4) Elective medical and surgical 
treatment. Medical or surgical care 
that is desired or requested by the patient 
which, in the opinion of the cognizant 
medical authority, is not medically in¬ 
dicated, for example, surgery solely for 
cosmetic purposes. 

(5) Dental care. As used in this 
section, medical care will include dental 
care unless otherwise specified. 

(6) Domiciliary care . Care which is 
normally given in a nursing home, con¬ 
valescent home, or similar institution to 
a patient who requires personal care 
rather than active and definitive treat¬ 
ment in a hospital for an acute medical 
or surgical condition. It includes but 
is not limited to nursing care required 
as a result of old age or chronic disease. 

(c) Authorization. Authorization for 
medical care is under the jurisdiction of 
the commanding officer of the medical or 
separate dental treatment facility con¬ 
cerned. Persons requesting treatment 
will be required to furnish positive iden¬ 
tification satisfactory to the command¬ 
ing officer concerning their eligibility 
for medical care. 

(d) General restrictions —(1) Gen¬ 
eral. Medical care and related adjuncts 
thereto furnished nonmilitary personnel 
will not exceed the care furnished mem¬ 
bers of a uniformed service or interfere 
with the primary mission to furnish 
care to members of a uniformed service. 

(2) Availability of facilities. The fur¬ 
nishing of medical care to other than 
members of a uniformed service serving 
on active duty mr active duty for train¬ 
ing and retired members placed on the 
temporary disability retired list who re¬ 
quire hospitalization in connection with 
the conduct of periodic physical exami¬ 
nations will be subject to the availabil¬ 
ity of space and facilities, and the 
capabilities of the professional staff. 
Civilian employees of the Army, Navy, 
Air Force, and Office of Secretary of 


Defense (not beneficiaries of the Bureau 
of Employees' Compensation), and per¬ 
sons who contribute to accomplishment 
of oversea commander’s mission (par¬ 
agraph (x) (1) of this section) will be 
furnished medical care subject to the 
availability of facilities only in the ab¬ 
sence of adequate civilian medical facil¬ 
ities as determined by the appropriate 
major commander. Nonmilitary per¬ 
sonnel should not undertake travel to 
an Army medical treatment facility 
without first ascertaining whether and 
when accommodations will be available. 
When personnel are furnished medical 
care subject to thq availability of facil¬ 
ities and subsequent to admission it is 
determined that the care required is be¬ 
yond the normal capabilities of the fa¬ 
cility. transfer to other uniformed serv¬ 
ices or Federal medical treatment 
facilities will be accomplished. When 
the required treatment can be readily 
afforded by the admitting facility by 
utilizing resources, monetary or other¬ 
wise, available to the commanding of¬ 
ficer, treatment may be provided at the 
facility. 

(3) Dental care. Dental care for per¬ 
sonnel listed in paragraphs (k), (1) (1) 
and (2), (m), (r) and (s) (1) (vii) of 
this section will be limited to emergency 
dental treatment for the relief of pain or 
acute septic conditions, or for dental 
conditions associated with serious ill¬ 
ness requiring hospitalization. Such 
dental care will not include the provision 
of prosthetic dental appliances or per¬ 
manent restorations. 

(4) Domiciliary care. Admission of 
persons requiring merely domiciliary 
care is not authorized. 

(5) Elective , medical and surgical 
treatment. Elective medical and sur¬ 
gical treatment is not authorized except 
for personnel listed in paragraph (e) of 
this section. 

(6) Spectacles for nonmilitary per¬ 
sonnel and nationals of foreign govern¬ 
ments except Canadian personnel —<i) 
Outside the continental United States. 
Spectacles may be furnished to those 
nonmilitary personnel listed in para¬ 
graphs (1) (1) and (2), (v), and (w) (2) 
of this section when, in the opinion of 
the commanding officer of the medical 
treatment facility concerned, they are 
required to enable the patient to per¬ 
form adequately his assigned duties, and 
when return to the continental United 
States for medical reasons would other¬ 
wise result, provided spectacles are not 
available through commercial sources. 
The first condition cited above is not 
applicable to dependents of personnel 
who are included in the above referenced 
paragraphs. 

(U) Inside the continental United 
States. Spectacles may be furnished to 
those nationals of foreign governments 
listed in paragraphs (s) (1) (i) through 
(vi) of this section when, in the opinion 
of the commanding officer of the medical 
treatment facility concerned, they are re¬ 
quired to enable the patient to perform 
adequately his assigned duties, and when 
return to their home country for medical 
reasons would otherwise result, provided 
spectacles are not available through 
commercial sources. The first condition 
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cited above is not applicable to depend¬ 
ents of personnel who are included in 
paragraph (s) (1) (i) through (vi) oP 
this section. 

<e) Members of a uniformed service 
serving on active duty or active duty for 
training pursuant to a call or order that 
does not specify a period of 30 days or 
less—(1) Members of the Army, Navy, 
Air Force, and Marine Corps. Male or 
female members, including officers, war¬ 
rant officers, enlisted personnel, prison¬ 
ers, aviation cadets, professors and 
cadets of the United States Military 
Academy, midshipmen of the United 
States Naval Academy, and cadets of the 
United States Air Force Academy. 

(2) Members of the Coast Guard, and 
the Commissioned Corps of the Coast and 
Geodetic Survey and the Commissioned 
Corps of the Public Health Service. Of¬ 
ficers, commissioned warant officers, 
cadets and enlisted personel of the Coast 
Guard, commissioned officers of the 
Coast and Geodetic Survey, and commis¬ 
sioned officers of the Public Health 
Service. 

(f) Reserve components and National 
Guard on active duty or training pur- 
suant to a call or order that specifies a 
period of 30 days or less —(1) Army Re¬ 
serve and Army National Guard. For 
conditions under which members of the 
Army Reserve and officers, warrant of¬ 
ficers, and enlisted men of the federally 
recognized Army National Guard of the 
several States, Territories, and the Dis¬ 
trict of Columbia, and the Army National 
Guard of the United States are provided 
medical care, the provisions of para¬ 
graphs 11 and 12. AR 40-101 (Adminis¬ 
trative regulations pertaining to medical 
care), respectively, apply. 

(2) Navy and Marine Corps. Navy 
and Marine Corps reservists provided 
that any personnel in this category will 
be transferred to a Naval medical treat¬ 
ment facility prior to termination of 
such duty if there is a possibility that 
continuation of hospitalization may be 
necessary subsequent to termination of 
such duty and if the condition of the 
patient permits transfer: 

(3) Air Force Reserve and Air Force 
National Guard. The provisions of par¬ 
agraphs 11 and 12, AR 40-101, respec¬ 
tively, concerning conditions under 
which members of the Army Reserve 
and Army National Guard are provided 
medical care are applicable to members 
of the Air Force Reserve, Air Force Na¬ 
tional Guard, and Air Force National 
Guard of the United States, except that 
such care is not furnished at the expense 
of Army Medical Service funds. 

(4) Personal injury in line of duty. 
Prosthetic* devices, prosthetic dental ap¬ 
pliances, hearing aids, spectacles, ortho¬ 
pedic footwear, and routine dental 
treatment will be furnished the per¬ 
sonnel listed in subparagraphs (1), (2), 
and (3) of this paragraph, for conditions 
which are disabling and the result of 
personal injury suffered or disease con¬ 
tracted in line of duty. Dental care for 
other conditions will be limited to emer¬ 
gency treatment. 

(g) Reserve Officers* Training Corps. 
Prosthetic devices, prosthetic dental ap¬ 
pliances, and routine dental treatment 
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will be furnished members of the Army, 
Naval, and Air Force Reserve Officers* 
Training Corps only for conditions which 
are disabling and the result of personal 
injury suffered or disease contracted in 
line of duty. Dental care for other con¬ 
ditions will be limited to emergency 
treatment. 

(h) Retired members of a uniformed 
service retired for other than physical 
disability. All retired members of a uni¬ 
formed service retired for other than 
physical disability. 

(i) Retired members of a uniformed 
service retired for physical disability — 
(1) Temporary disability retired list ( pe¬ 
riodic physical examinations). Retired 
members placed on the temporary dis¬ 
ability retired list who require hospitali¬ 
zation in connection with the conduct 
of periodic physical examinations. 

(2) Temporary or permanent retire¬ 
ment (less than 20 years of active duty). 
Retired members temporarily or per¬ 
manently retired for physical disability 
or receiving disability retirement pay, 
with less than 20 years of active duty, 
except, hospitalization for the following 
chronic conditions: chronic arthritis, 
malignancy, psychiatric or neuropsychi¬ 
atric disorder, neurological disabilities, 
poliomyelitis with disability residuals 
and degenerative disease of the nervous 
system, severe injuries to the nervous 
system including quadriplegia. hemiple¬ 
gia, and paraplegia, tuberculosis, blind¬ 
ness and deafness requiring definitive 
rehabilitation, and major amputees. 
Hospitalization for the above conditions 
is the responsibility of the Administrator 
of Veterans’ Affairs. 

(3) Temporary or permanent retire¬ 
ment (20 years or more of active duty). 
Retired members temporarily or per¬ 
manently retired for physical disability 
or receiving disability retirement pay, 
with 20 years or more of active duty, 
except those with blindness, neuropsy¬ 
chiatric or psychiatric disorders, and 
tuberculosis whose hospitalization is the 
responsibility of the Administrator of 
Veterans’ Affairs. 

(4) Treatment for other chronic con¬ 
ditions and outpatient care. All retired 
members of a uniformed service retired 
for disability are authorized hospitali¬ 
zation for treatment of chronic condi¬ 
tions, other than those listed in subpara¬ 
graph (2) and (3) of this paragraph, 
and for outpatient care regardless of the 
nature of the illness for w r hich required. 

(5) Emergency Officers* Retired List. 
Members on the Emergency Officers’ 
Retired List who are entitled to retired 
pay for physical disability. 

(j) Selective Service. Emergency 
medical care including hospitalization 
for registrants who suffer illness or in¬ 
jury while acting under orders issued by 
or under the authority of the Director 
of Selective Service. 

(k) Public Health Service. The fol¬ 
lowing beneficiaries of the Public Health 
Service upon representation of written 
authorization as indicated in subpara¬ 
graphs (1), (2), (3) and (4) of this 
paragraph. If a beneficiary is furnished 
medical care in an emergency without 
the required written authorization, it 
is the responsibility of the commanding 
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officer of the Army medical treatment 
facility to obtain proper written author¬ 
ization from the medical officer in charge 
of the nearest Public Health Service 
medical care facility or in the case of 
Indians from the medical officer in 
charge of the Indian Health Area Office 
or the Alaska Native Health Service, 
Public Health Service, Juneau, Alaska, 
as soon as possible. 

(1) Coast and Geodetic Survey. Ships’ 
officers and members of crews of vessels 
of the Coast and Geodetic Survey w ill be 
provided medical care as follows: 

(1) Authorization for inpatient care in 
contineiital United States, its Territories, 
possessions, and the Commonwealth of 
Puerto Rico. Authorization for benefi¬ 
ciaries will be prepared on Form PHS 
894 (HD), and signed by the officer in 
charge of a Public Health Service med¬ 
ical care facility. If the emergency is 
such that it is not possible to procure 
this authorization on Form PHS 894 
(HD), authorization may be by letter 
signed by an officer of the same service 
as the patient: or, if no officer is avail¬ 
able, by letter signed by the patient him¬ 
self. Such authorizing letter, whether 
signed by an officer or by the patient, 
will show the patient’s full name, organi¬ 
zation, serial number, grade, and diag¬ 
nosis (if known), and will state that 
he is on active duty. It will also state 
the reason for medical care by Army 
medical treatment facilities (instead of 
Public Health Service facilities). 

(ii) Authorization for emergency out¬ 
patient care in continental United States , 
its Territories, possessions, and the Com¬ 
monwealth of Puerto Rico. Beneficiaries 
may be furnished outpatient care only in 
an emergency when immediate care is 
necessary. Authorization for such emer¬ 
gency outpatient care will be as indicated 
in that portion of subdivision <i) of this 
subparagraph which pertains to emer¬ 
gencies. 

(iii) Authorization for medical care 
(inpatient and outpatient) outside the 
United States, its Territories, posses¬ 
sions, and the Commonwealth of Puerto 
Rico. In such oversea areas, beneficiaries 
will be furnished medical care on written 
authorization prepared and signed as 
indicated in subdivision (i) of this 
subparagraph. 

(2) American seamen. American sea¬ 
men in the continental United States, its 
Territories, possessions, and the Com¬ 
monwealth of Puerto Rico to include 
seamen aboard privately owned and op¬ 
erated vessels of United States registry, 
and also vessels owned and operated by 
the United States Government: active 
enrollees in the United States Maritime 
Service; and members of the Merchant 
Marine Cadet Corps will be provided 
medical care as follows: 

(i) Authorization for inpatient care hi 
continental United States, its Territories, 
possessions, and the Commonwealth of 
Puerto Rico. Authorization for benefi¬ 
ciaries will be prepared on Form PHS 
894 (HD) and signed by the officer in 
•charge of a Public Health Service med¬ 
ical care facility. When, in case of 
genuine emergency, it is necessary to 
admit a patient prior to obtaining writ¬ 
ten authorization, the commanding of- 
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fleer of the Army medical treatment 
facility will telephone or telegraph the 
nearest Public Health Service Station 
as soon as possible, giving all available 
information respecting the patient’s 
status as a Public Health Service benefi¬ 
ciary, in order that the case may be in¬ 
vestigated with a view to issuance of the 
required Form PHS 894 (HD); or with 
regard to Maritime Service enrollees, if 
more practicable, obtain written authori¬ 
zation from the responsible officer of the 
Maritime Service Station, Merchant 
Marine Cadet Corps school, or State 
Maritime Academy. 

(ii) Authorization for emergency out¬ 
patient care in continental United States, 
its Territories, possessions, and the Com¬ 
monwealth of Puerto Rico. Beneficiaries 
may be furnished outpatient care only in 
emergency when immediate treatment is 
necessary. The commanding officer of 
the Army medical treatment facility will 
take the action indicated in subdivi¬ 
sion (i) of this subparagraph, with a 
view to procuring authorization. 

(iii) Authorization for medical care 
(inpatient and outpatient) outside the 
United States, its Territories, possessions, 
and the Commonwealth of Puerto Rico . 
Ip such oversea areas, the personnel 
listed in the opening portion of this 
subparagraph are not entitled to treat¬ 
ment at the expense of Public Health 
Service funds. 

(3) Public Health Service civilian em¬ 
ployees in the field service. Public 
Health Service civilian employees in the 
field service when injured or taken sick 
in line of duty (except when entitled to 
treatment at the expense of the Bureau 
of Employees’ Compensation). 

(i) Authorization for inpatient and 
emergency outpatient care in contin¬ 
ental United States, its Territories, 
possessions, and the Commonwealth of 
Puerto Rico. Authorization for medical 
care will be as indicated in subparagraph 
(2) (i) and (ii) of this paragraph. 

(ii) Authorization for medical care 
(inpatient and outpatient) outside the 
United States, its Territories, possessions, 
and the Commonwealth of Puerto Rico. 
Any necessary medical care may be 
furnished at the expense of Public Health 
Service funds on written authorization of 
the employee’s superior officer. The au¬ 
thorization w r ill show the patient’s full 
name, organization, grade, and diagnosis 
(if known), and will give other identify¬ 
ing data (such as “civilian employee, 
field service, PHS”). It will also state 
that the employee is on active duty. 

(4) Enrolled Indians (or members of 
Indian tribes) in the continental United 
States, and Indians, Eskimos, and Aleuts 
in Alaska —(i) Enrolled Indians (or 
members of Indian tribes) in the con¬ 
tinental United States. A letter of au¬ 
thorization for medical care will be pre¬ 
pared and signed by the medical officer 
in charge of an Indian Health Area Of¬ 
fice. When, in case of genuine emer¬ 
gency, it is necessary to admit a patient 
prior to obtaining written authorization, 
the commanding officer of the Army 
medical treatment facility will telephone 
or telegraph the nearest Indian Health 
Area Office as soon as possible, giving all 
available information respecting the 
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patient’s status as a Public Health Serv¬ 
ice beneficiary, in order that the case 
may be investigated with a view to Issu¬ 
ance of the required letter of authoriza¬ 
tion. 

(ii) Indians, Eskimos, and Aleuts in 
Alaska. Authorization for medical care 
will be as indicated in subdivision (i) of 
this subparagraph except that the au¬ 
thorization will be signed by the Alaska 
Native Health Service, Public Health 
Service, Juneau, Alaska. 

(5) Dental care. In addition to the 
dental care provided under the condi¬ 
tions outlined in paragraph (d) (3) of 
this section, in overseas areas (other 
than United States possessions and the 
Commonwealth of Puerto Rico) such 
complete dental service is authorized as 
the Army dental officer considers neces¬ 
sary pending the time of the patient’s 
return to the continental United States, 
to a United States possession, or to the 
Commonwealth of Puerto Rico. 

(1) Foreign service personnel and their 
dependents. The following officers and 
employees of the State Department, 
Agriculture Department, International 
Cooperation Administration and the 
United States Information Agency (here¬ 
inafter referred to as foreign service per¬ 
sonnel), and their dependents upon 
presentation of prior written authoriza¬ 
tion as indicated in subparagraphs (1) 
(i), (2) (i), and (3) of this paragraph. 
If medical care is furnished in an emer¬ 
gency without the required written 
authorization, it is the responsibility of 
the commanding officer of the Army 
medical treatment facility concerned to 
obtain proper written authorization as 
soon as possible from the appropriate in¬ 
dividual or officer as indicated in sub- 
paragraphs (1) (i), (2) (i), and (3) of 
this paragraph. The term “dependents 
of foreign service personnel” will be con¬ 
strued to mean those individuals included 
in the definition of the term “dependent” 
appearing in §§ 577.60 to 577.70, in addi¬ 
tion, a mother, sister, or daughter of-a 
male officer or employee, regardless of 
age, or dependency, who acts as the 
official hostess for an officer or employee 
who has no wife residing with him at the 
post. 

(1) Foreign service personnel and 
their dependents who are beneficiaries of 
the State Department , Agriculture De¬ 
partment, International Cooperation Ad¬ 
ministration. or the United States Infor¬ 
mation Agency outside the continental 
United States. Foreign service personnel 
and their dependents, who are benefici¬ 
aries of the above agencies may be fur¬ 
nished the services covered in subdivi¬ 
sions (i) and (ii) of this subparagraph 
under the provisions of section 941 (a) 
and (b), respectively, of the Foreign 
Service Act of 1946, as amended. Foreign 
service personnel and their dependents 
who are beneficiaries of the above 
agencies may be furnished the services 
covered in subdivision (iii) of this sub- 
paragraph under the provisions of sec¬ 
tion 943, Foreign Service Act of 1946, as 
amended. 

(i) Inpatient care. Authorization for 
foreign service personnel will be prepared 
by the individual’s superior officer, or, if 
there is no superior officer, by the indi¬ 
vidual himself. The authorization will 


show the individual’s full name, the diag¬ 
nosis, if known, and will state that the 
individual is a citizen of the United 
States on duty abroad in the foreign 
service employment of the State Depart¬ 
ment. Agriculture Department, Interna¬ 
tional Cooperation Administration, or 
the United States Information Agency, 
naming the type of service and the place 
of duty (such as “clerk, State Depart¬ 
ment, Tokyo”). In the case of depend¬ 
ents, authorization will be prepared by 
the immediate superior officer of the de¬ 
pendent's principal, or, if there is no im¬ 
mediate superior officer, by the principal 
himself. The authorization will show the 
dependent’s full name, the diagnosis, if 
known, and will state that the principal 
is residing abroad with his or her princi¬ 
pal. It will give also the full name and 
relationship of the dependent’s principal, 
with the statement that the principal is 
a citizen of the United States on duty 
abroad in the foreign service employment 
of the State Department, Agriculture De¬ 
partment, International Cooperation Ad¬ 
ministration, or the United States In¬ 
formation Agency, giving the place and 
type of employment. In either case, the 
authorization for inpatient care will also 
state that the individual is entitled to 
inpatient care at the expense of the State 
Deparment, Agriculture Department. In¬ 
ternational Cooperation Administration, 
or the United States Information Agency 
under the provisions of section 941, For¬ 
eign Service Act of 1946. 

(ii) Outpatient treatment. Outpatient 
treatment at the expense of the above 
agencies is authorized only when treat¬ 
ment is furnished for a condition which 
results in hospitalization or treatment 
required for. post-hospitalization fol¬ 
lowup, in which case report will be made 
to the Surgeon General on DD Form 7A 
(Report of Treatment Furnished Pay Pa¬ 
tient; Outpatient Treatment Furnished 
(Part B)). All other outpatient treat¬ 
ment furnished will be at the expense of 
the individual patient and collection will 
be made locally from the individual. 

(iii) Physical examination and immu¬ 
nizations. Physical examinations in¬ 
cluding periodic physical examinations 
(usually biennial) and immunizations 
necessary in connection with such ex¬ 
aminations may be furnished upon pres¬ 
entation of authorization completed as 
indicated in subdivision (i) of this sub- 
paragraph. In addition, the authoriza¬ 
tion will include the nature of the 
service desired, the reason therefor and 
contain the statement that the individ¬ 
ual is entitled to these services at the 
expense of one of the above agencies. 
Copy in triplicate of the proper physical 
examination form will be inclosed with 
the authorization showing in detail 
thereon the exact extent of the physical 
examination required (i. e., all proced¬ 
ures in connection therewith). When 
immunizations are requested in addition 
to physical examinations, the type of 
each immunization will be stated 
specifically. 

(iv) Adjuncts. Prosthetic devices and 
hearing aids will not be furnished. 

(2) Foreign service personnel and 
their dependents (not beneficiaries of 
the State Department, Agriculture De¬ 
partment, International Cooperation 
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Administration, or the United States Jn- 
formation Agency ) outside the continen¬ 
tal United States. Foreign service per¬ 
sonnel (not beneficiaries of the above 
agencies) who are citizens of the United 
States on duty abroad and their depend¬ 
ents when domiciled abroad with their 
principals. 

(i) Inpatient care. Authorization for 
the foreign service personnel listed in 
the opening portion of this subpara¬ 
graph will be prepared as indicated in 
subparagraph (1) <i) of this paragraph, 
except that it will state that medical 
care will be at the expense of the indi¬ 
vidual patient. 

(ii) Outpatient treatment. All out 
patient treatment will be at the expense 
of the individual patient and collection 
will be made locally from the individual. 

(3) Foreign service personnel and 
their dependents who are beneficiaries 
of the State Department , Agriculture De¬ 
partment, International Cooperation 
Administration, and the United States 
Information Agency inside the conti¬ 
nental United States . Foreign service 
personnel and their dependents who are 
beneficiaries of the above agencies may 
be furnished the services outlined in 
subdivisions (i), (ii) and (iii) of this 
subparagraph, respectively, under the 
provisions of section 943 of the Foreign 
Service Act of 1946, as amended. 

(i) Preemployment physical examina¬ 
tions and immunizations. Preemploy¬ 
ment physical examinations and im¬ 
munizations of applicants for appoint¬ 
ment as officers or employees in the 
foreign service of the State Department, 
Agriculture Department, International 
Cooperation Administration, or the 
United States Information Agency, to¬ 
gether with immunizations necessary in 
connection with such examinations. 

(ii) Periodic physical examinations. 
Periodic'physical examinations (usually 
biennial) of foreign service personnel 
of the above agencies who are on duty 
or leave in the continental United States. 

(iii) Physical examinations and im¬ 
munizations. Physical examinations 
and immunizations necessary in connec¬ 
tion with such examinations and im¬ 
munizations in addition to physical ex¬ 
aminations for dependents of foreign 
service personnel of the above agencies. 

Authorization for the service covered in 
subdivisions (i), (ii), and (iii) of this 
subparagraph will be prepared by the 
Department of State. Department of 
Agriculture, International Cooperation 
Administration, or the United States In¬ 
formation Agency. The authorization 
will give the full name of the examinee, 
stating the nature of the service desired 
and the reason therefor. Copy in tripli¬ 
cate of the proper physical examination 
form will be inclosed with the authoriza¬ 
tion, showing in detail thereon the exact 
extent of the physical examination re¬ 
quired (i. e., all procedures in connection 
therewith). When immunizations are 
requested (in addition to physical ex¬ 
aminations), the type of each immuni¬ 
zation will be stated specifically. For 
instructions concerning the disposition 
of physical examination forms and the 
authorizations for physical examinations 
and immunizations, the provisions of 


subparagraph (1) (ill) of this paragraph 
will apply. 

(4) Evacuation from Army medical 
treatment facilities overseas and extent 
of medical care in the continental United 
States. Those foreign service personnel 
and their dependents listed in subpara¬ 
graphs (1) and (2) of this paragraph 
who are hospitalized in Army medical 
treatment facilities overseas, whose con¬ 
dition would require retention in such 
hospital for a prolonged period of time, 
may be evacuated to the continental 
United States through Army medical 
evacuation channels as soon as transfer 
is possible without detriment to the 
patient. No dependent will be evacuated 
to the continental United States who is 
not a citizen of the United States. Prior 
to evacuation, the medical treatment 
facility commander concerned in the 
case of foreign service personnel will 
obtain the concurrence of the nearest 
State Department, Agriculture Depart¬ 
ment. International Cooperation Admin¬ 
istration, or the United States Informa¬ 
tion Agency office or installation (which¬ 
ever is applicable). In the event the 
nearest office or installation referred to 
above is not the office of employment of 
the foreign service persons, the nearest 
office or installation will obtain the ne¬ 
cessary concurrence from the foreign 
service person’s superior. 

(m) United States Soldiers * Home. 
Members of the United States Soldiers’ 
Home within the continental United 
States. 

(n) Applicants for enlistment and reg¬ 
istrants. Applicants for enlistment and 
registrants while under military control 
whose physical fitness for military ser¬ 
vice cannot be determined without hos¬ 
pital study for a period not to exceed 
three days. In addition, applicants for 
enlistment who sufTer acute illnesses and 
injuries while awaiting or undergoing 
enlistment processing at recruiting main 
stations or at Armed Forces Examining 
Stations may be furnished emergency 
medical care including hospitalization. 

(o) Prisoners —(1) Prisoners of war 
and internees. Prisoners of war. per¬ 
sons interned by the Army, and other 
persons in military custody or confine¬ 
ment. Prosthetic devices, prosthetic 
dental appliances, and spectacles will be 
fui*nished prisoners of war as required 
by the Geneva Convention of 1929. 

(2) Prisoners <punitive discharge ex¬ 
ecuted) hospitalized beyond expiration 
date of sentence. Prisoners of Army and 
Air Force (punitive discharge executed) 
may be hospitalized beyond expiration 
date of sentence until disposition can be 
made to some other medical facility. 

(p) Female personnel of the Armed 
Forces ( separated )—(1) General . Fe¬ 
male personnel of the Armed Forces 
separated under honorable conditions 
because of pregnancy, or who, although 
separated under honorable conditions 
for reasons other than pregnancy, are 
shown by the record of terminal physical 
examination to have been pregnant at 
the time of separation. 

(2) Application. Female personnel 
of the Army who desire maternity care 
will request it in writing at the time of 
their separation. Requests will be ad¬ 
dressed through the commanding officer 


of the installation where separation is 
accomplished to the surgeon of the Army 
area in which they plan to live following 
separation. Requests will include for¬ 
warding address and a copy of sepa¬ 
ration orders. The indorsement by the 
commanding officer of the installation, 
where separation is accomplished, will 
indicate eligibility for maternity care 
and any pertinent data as to status of 
pregnancy. 

(3) Extent. The extent of maternity 
care for female personnel referred to in 
subparagraph (1) of this paragraph in¬ 
cludes prenatal care, hospitalization, 
confinement, and postnatal care either 
in a hospital or as an outpatient for 6 
weeks following delivery. 

(4) Newborn infants. No charge is 
made for newborn infant patients while 
the mother is a patient in the medical 
treatment facility. In those cases where 
the mother is discharged from the 
medical treatment facility and it is 
necessary for the infant to remain as a 
patient or where the infant is readmitted 
as an individual patient, charges will be 
made at the rates prescribed for the 
mother in each case. If newborn infant 
patients require medical care subsequent 
to the postnatal 6 weeks' period, dispo¬ 
sition will be made to private, welfare. 
State, or Federal agencies. 

(a) Individuals requiring medical 
evaluation. Individuals who require 
medical evaluation in connection with 
consideration of their case by the Army 
Board for Correction of Military 
Records. 

(r) Season (not beneficiaries of the 
Bureau of Employees ’ Compensation). 
Civilian seamen in the service of vessels 
operated by the Department of the 
Army or the Military Sea Transporta¬ 
tion Service listed in subparagraphs (1) 
and (2) of this paragraph, are still in 
the service of a vessel, although not on 
board and not engaged in their duties, 
as long as they are under the power and 
jurisdiction of competent Department 
of the Army or Military Sea Transpor¬ 
tation Service authorities. Cases of 
traumatic injury or occupational disease 
incurred in the course of employment 
should be treated as Bureau of Employ¬ 
ees’ Compensation beneficiaries. 

(1) Civilian seamen in the service of 
vessels operated by the Department of 
the Army. For a reasonable time. Those 
entitled to care by the Public Health 
Service will be furnished medical care 
only when facilities of that service are 
not available except in emergencies. 
Authorization for such care will be 
granted upon presentation of a certifi¬ 
cate from master or other appropriate 
administrative authority which may be 
dispensed with only in emergencies. 

(2) Civilian seamen in the service of 
vessels operated by the Military Sea 
Transportation Service. For a reason¬ 
able time. Those entitled to care by the 
Public Health Service will be furnished 
medical care only when facilities of that 
service or Naval facilities are not avail¬ 
able except in emergencies. Authoriza¬ 
tion for such care will be granted upon 
presentation by the seaman concerned 
of a duly executed Bureau of Employees* 
Compensation Form CA-16 (Request for 
Treatment of Injury Under the United 
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States Employees* Compensation Act). 
In cases where Immediate treatment is 
required and the employee concerned 
does not have the required Form CA-16, 
the nearest Military Sea Transportation 
Service command will be requested to 
submit a duly executed Form CA-16. 

(3 ) American seamen. American sea¬ 
men to include both officers and mem¬ 
bers of the crew outside the United 
States, its Territories, possessions, and 
the Commonwealth of Puerto Rico. This 
category includes seamen aboard ships 
of United States Registry such as those 
aboard Department of Defense time- 
chartered vessels of commercial opera¬ 
tors; those aboard time-chartered vessels 
other than time-chartered vessels re¬ 
ferred to above in emergency to save life 
or prevent undue suffering; and those on 
privately owned and operated vessels. 
A seaman, whose condition would require 
retention in an Army medical treatment 
facility for a prolonged period of time 
may be evacuated through Army medical 
evacuation channels as soon as transfer 
without detriment to the patient is pos¬ 
sible, when lack of transportation facili¬ 
ties prevents evacuation through the 
local ship’s agent. No seamen in the 
service of a vessel of ^foreign registry 
will be evacuated to "the continental 
United States. 

(s) Nationals of foreign governments, 
excluding specific categories of Canadian 
personnel listed in paragraph ( t ) of this 
section. (1) Nationals of foreign gov¬ 
ernments within the continental United 
States to include the following; 

(i) Foreign military personnel in the 
attach^ system carried on the current 
“Diplomatic List” (Blue), published by 
the State Department. 

(ii) Foreign military personnel as¬ 
signed or attached to United States 
military units for duty or training; for¬ 
eign military personnel on foreign gov¬ 
ernment military or Supply missions 
accredited to and recognized by one of 
the military departments. 

(iii) Foreign military personnel on 
duty in the United States at the invita¬ 
tion of the Secretary of Defense or one 
of the military departments. 

(iv) Foreign military personnel ac¬ 
credited to joint United States defense 
boards or commissions, or assigned to 
full-time duty with the North Atlantic 
Treaty Organization when stationed in 
the United States. 

(v) Military Assistance Program 
(MAP) trainees assigned or attached to 
United States military units within the 
continental United States for training. 

(vi) Civilian Mutual Assistance Pro¬ 
gram <MAP) trainees assigned or at¬ 
tached to United States military units 
within the continental United States for 
training. 

mi) Dependents of personnel listed 
above when they are residing with their 
principals, except dependents of civilian 
MAP trainees. 

(viii) Foreign personnel covered in 
agreements entered into by the Secretary 
of Defense or one of the military depart¬ 
ments to include but not limited to 
United Nations Force personnel of for¬ 
eign governments who provide military 


assistance to the United Nations effort in 
Korea. 

(ix) Other foreign personnel under 
exceptional circumstances. 

(2) The following policies will govern 
the furnishing of medical care to na¬ 
tionals of foreign governments (herein¬ 
after referred to as foreign personnel); 

<i) Inpatient care will be limited to 
cases which, in the judgment of the 
commanding officer of the medical treat¬ 
ment facility concerned will be bene¬ 
fited by hospitalization for a reasonable 
time but not in excess of 90 days. Those 
patients requiring merely domiciliary 
care or suffering from chronic condi¬ 
tions (e. g., tuberculosis, mental diseases, 
degenerative neurological diseases), will 
be admitted only in case of extreme ne¬ 
cessity, where such admissions will save 
life or prevent undue suffering. 

(ii) MAP trainees who have been 
selected by their country for training in 
the United States are presumed to be in 
good physical condition and free from 
communicable diseases as a prerequisite 
to selection. If upon arrival in the 
United States, it is discovered that the 
trainee cannot qualify for training by 
reason of physical and/or mental dis¬ 
ability, and will require more than 
nominal medical treatment before enter¬ 
ing training, the trainee will be returned 
to his country immediately or as soon 
thereafter as his condition permits 
travel. When the trainee is disabled af¬ 
ter starting his training, and, in the 
opinion of the commanding officer of the 
medical treatment facility concerned in 
consultation with the commanding offi¬ 
cer of the training facility concerned, 
such disability will prevent continuation 
of the training for a period in excess of 
90 days, the trainee will be returned to 
his home country as soon as his con¬ 
dition permits travel. 

(iii) The extent of medical care to be 
furnished foreign personnel covered in 
agreements entered into by the Secretary 
of Defense or one of the military de¬ 
partments will be in accordance with 
this section and that authorized in the 
specific agreement. Any question con¬ 
cerning extent of medical care author¬ 
ized concerning eligibility of any foreign 
personnel for medical care under specific 
agreement with another government will 
be refered to The Surgeon General, De¬ 
partment of the Army, Washington 25, 
D. C. 

(iv) The transfer of foreign personnel 
between oversea commands and the con¬ 
tinental United States solely for the pur¬ 
pose of providing medical care in Army 
medical treatment facilities is not au¬ 
thorized, except under unusual circum¬ 
stances as determined by the Secretary 
of the Army. 

(3) Oversea commanders will de¬ 
termine those categories of foreign per¬ 
sonnel who may be authorized medical 
care outside the continental United 
States. Medical care will be extended 
only when adequate facilities are avail¬ 
able and when medical care cannot be 
obtained by foreign personnel from 
medical units of their own country. Type 
and method of reimbursement will be 
effected in the same manner as pre¬ 
scribed for the continental United States. 


(t) Canadian personnel. Canadian 
military personnel who are assigned to 
duty within the continental United 
States, or on an authorized pass or leave 
of absence from such duty station in the 
continental United States, and who fall 
within the categories of personnel out¬ 
lined in paragraph (s) (1) (i) through 

(v) of this section, may receive medical 
care. Medical care is also authorized for 
their dependents who are living with 
their principals in the continental United 
States during the period of such assign¬ 
ment. The extent of medical care fur¬ 
nished at Army medical treatment facili¬ 
ties to these Canadian military personnel 
and their dependents will be comparable 
in all respects to that which is authorized 
for members of uniformed service and 
their dependents. Prompt payment of 
subsistence and dependent care charges 
is the personal responsibility of the Ca¬ 
nadian military member concerned. 

(1) The provisions of paragraph (s) 

(2) (ii) of this section apply to Canadian 
military personnel referred to in this 
paragraph. 

(2) In addition, the provisions of para¬ 
graph (s) (3) of this section apply in 
oversea areas to Canadian military per¬ 
sonnel and their dependents referred to 
in this paragraph. 

(u) Red Cross and other officially rec - 
ognized welfare workers and their de¬ 
pendents, and certain civilian students — 
(1) Red Cross and other officially recog¬ 
nized welfare workers. Red Cross and 
other officially recognized welfare work¬ 
ers, on duty with a uniformed service in¬ 
side and outside the continental United 
States. 

(2) Dependents of Red Cross and other 
officially recognized welfare workers. 
Dependents of such persons outside the 
continental United States if actually re¬ 
siding with the principal. 

(3) Civilian students. Student nurses, 
student dietitians, and student occupa¬ 
tional therapists under the same condi¬ 
tions and on the same basis as medical 
care is provided Red Cross personnel. 

(v) Operations analysts, scientific 
consultants, and technical observers. 
Operations analysts, scientific consult¬ 
ants, and technical observers officially 
accredited as such by the Department of 
the Army when accompanying the Army 
in the field outside the continental United 
States. 

(w) Civilian employees —(1) Civilian 
employees inside and outside the con¬ 
tinental United States (those authorized 
health services under Public Law 658, 
79th Congress, 1946). The physical ex¬ 
aminations referred to below will nor¬ 
mally be furnished on an outpatient 
basis. 

(i) Civilian employees of the Army. 
Civilian employees of the Army includ¬ 
ing civilian seamen in the service of 
vessels operated by the Department of 
the Army, directly employed by the 
Federal Government and paid from 
appropriated or industrial funds are 
authorized to receive treatment of on- 
the-job illness, injury, and dental condi¬ 
tions requiring emergency attention, and 
preemployment and other physical ex¬ 
aminations without charge under the 
Occupational Health Service of the 
Army. 
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(ii) Civilian employees of the Navy, 
Air Force. and Marines, and other Fed¬ 
eral departments and agencies. Civil¬ 
ian employees of the Navy, Air Force, 
and Marines, and other Federal Depart¬ 
ments and agencies paid from appropri¬ 
ated funds are authorized to receive 
those referred to in subdivision (i) of 
this subparagraph under the Occupa¬ 
tional Health Service of the Army. No 
charge will be made for outpatient 
services furnished civilian employees of 
the Marines, Navy, and Air Force. 
Charges for such outpatient services 
furnished civilian employees of other 
Federal departments and agencies will 
be at the prescribed outpatient rate. 

(2) Civilian employees of the Army, 
Navy, Air Force, and Office of Secretary 
of Defense (not beneficiaries of the 
Bureau of Employees ' Compensation ). 
Civilian employees of the Army, Navy. 
Air Force, and Office of Secretary of 
Defense paid from either appropriated 
or nonappropriated funds, and their 
dependents (including librarians and 
service club personnel) outside the con¬ 
tinental United States and at remote 
military installations in the continental 
United States. Charges for inpatient 
care will be at the reciprocal rate for the 
applicable fiscal year, except in those 
oversea areas and remote areas within 
the continental United States where the 
Secretary of the Army has authorized 
the special interim per diem-rate. 

(3) Civilian employees of cost-plus-a- 
fixed-fee contractors of the Department 


of the Army . Medical care may be 
furnished only outside the continental 
United States. 

(4) Civilian employees of all Federal 
agencies . Physical examinations in con¬ 
nection with disability retirement may be 
furnished civilian employees of all Fed¬ 
eral agencies without charge when such 
examinations are requested by author¬ 
ized representatives of the United States 
Civil Service Commission in the admin¬ 
istration of the Civil Service Retirement 
Act, except that when hospitalization is 
necessary to the proper conduct of those 
examinations subsistence charges w ill be 
collected locally from the individual 
concerned. 

(x) Persons who contribute to accom¬ 
plishment of oversea commander's mis¬ 
sion —(1) General. Persons who con¬ 
tribute to the accomplishment of the 
oversea commander’s mission and for 
whom medical care is deemed essential 
by the oversea commander concerned in 
the accomplishment of his mission. The 
reciprocal rate or the outpatient rate, 
whichever is applicable, will apply except 
as indicated in subparagraph (2) of this 
paragraph. 

(2) Civilian religious leaders or reli¬ 
gious groups and others. Civilian reli¬ 
gious ieaders or religious groups, celeb¬ 
rities and entertainers, athletic clinic 
instructors, and representatives of the 
USO, other social agencies and educa¬ 
tional institutions, and persons in similar 
status providing direct service to the 
United States Forces, who have obtained 
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official invitational orders from the 
Office, Secretary of Defense, or from one 
of the military dependents, to visit over¬ 
sea military commands may be furnished 
emergency hospitalization and medical 
treatment without charge, except that 
charges for subsistence will be collected 
locally from the individual when hos¬ 
pitalized. 

<y> Designee of the Secretary of the 
Army. Designees of the Secretary of the 
Army, when furnished medical care in 
Army medical treatment facilities, will 
be charged the reciprocal rate or the out¬ 
patient rate, whichever is applicable, 
unless specifically otherwise authorized 
by the Secretary of the Army. In the 
event the Secretary of the Army au¬ 
thorizes the furnishing of hospitaliza¬ 
tion with no reimbursement therefor, a 
charge for subsistence will be made to 
the individual. In unusual or extraor¬ 
dinary circumstances the Secretary of 
the Army may waive subsistence charges. 

(z) Indigent and nonindigent civilians . 
Indigent and nonindigent civilians in ex¬ 
treme necessity to save life or prevent 
undue suffering. 

(AR 40-108. 31 December 1956 J (R. S. 161; 
5 U. S. C. 22) 

[seal] Herbert M. Jones. 

Major General, U . S. Army , 

The Adjutant General. 

[F. R. Doc. 57-993; Filed, Feb. 8, 1957; 
8:45 a. m.J 
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DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 
[ 7 CFR Part 916 1 

[Docket No. AO-247-A4 [ 

Milk in Upstate Michigan Marketing 
Area 

notice of hearing on proposed amend¬ 
ments TO tentative marketing agree¬ 
ment and order, as amended 

Pursuant to the provisions of the Agri¬ 
cultural Marketing Agreement Act of 
1937, as amended (7 U. S. C., 601 et seq.), 
and the applicable rules of practice and 
procedure governing the formulation of 
marketing agreements and marketing 
orders (7 CFR Part 900). notice is hereby 
given of a public hearing to be held at 
the Park Place Hotel. Traverse City, 
Michigan, beginning at 10 a. m., local 
time, February 26, 1957. The public 
hearing is for the purpose of receiving 
evidence with respect to emergency and 
other economic conditions which relate 
to the proposed amendments hereinafter 
set forth, or appropriate modification 
thereof, to the tentative marketing 
agreement as heretofore approved by 
the Secretary of Agriculture and to the 
order, as amended, regulating the han¬ 
dling of milk in the Upstate Michigan 


marketing area (7 CFR 916.0 et seq.). 
The amendments proposed have not re¬ 
ceived the approval of the Secretary of 
Agriculture. 

The proposals relating to the enlarge¬ 
ment of the Upstate Michigan marketing 
area raise the issue as to whether the 
provisions of the present order would 
tend to effectuate the declared policy of 
the Act if applied to the marketing area 
as proposed to be extended and. if not. 
what modifications of the provisions of 
the order, as amended, should be made 
to effectuate the declared policy of the 
Act. 

Proposed by Michigan Milk Producers’ 
Association: 

1. In § 916.8 delete the w r ords “fluid 
milk plant” and substitute the words 
“pool plant”. 

2. Add the following as § 916.16: 

§ 916.16 Pooh plant. A pool plant Is 
a fluid milk plant which utilizes 50 per¬ 
cent or more of its producer receipts in 
Class I sales on routes inside or outside 
of the marketing area or supplies a sub¬ 
stantial volume of its receipts to such a 
plant. 

3. Review seasonal pricing of Class I 
and also Class II and III prices. 

4. Add the following as § 916.63 (This 
amendment also proposed by the Borden 
Company): 


§ 916.63 Handler operating a plant 
which is not a pool plant. Each handler 
who operates a plant which is not a pool 
plant during the month shall pay to the 
market administrator for the producer 
equalization fund, on or before the 25th 
day after the end of such month any 
amount resulting from the following 
computation: 

(a) Compute an amount equal to the 
net pool obligation which would be com¬ 
puted pursuant to § 916.60 for milk re¬ 
ceived from dairy farmers at such plant 
for such month if such handler operated 
pool plant; 

<b) Deduct the gross payments, inclu¬ 
sive of any premiums but exclusive of 
deductions, made by the handler to dairy 
farmers for milk received at such plant 
during such month: 

(c) Divide the remainder, if any, by 
the number of hundredweights of milk 
received from dairy farmers and utilized 
for Class I purposes: Provided. That in 
no event shall the resulting amount per 
hundredweight exceed the difference be¬ 
tween the Class I and Class II prices; 
and 

(d) Multiply the amount per hundred¬ 
weight determined pursuant to para¬ 
graph (c) of this section by the number 
of hundredweights of Class I milk dis¬ 
posed of from such plant in the market¬ 
ing area. 
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5. Substitute the following for 
§ 916.60: 

5 916.60 Value of producer milk. The 
value of producer milk received during 
the month by each handler shall be a 
sum of money computed by the Market 
Administrator by multiplying by the ap¬ 
plicable class price, adjusted pursuant 
to § 916.53, the total combined hundred¬ 
weight of skim milk and butterfat re¬ 
ceived from producers allocated to each 
class pursuant to § 916.46 and § 916.47, 
adding together the resulting amounts, 
and if such handler has a utilization 
greater than has been accounted for as 
received from all sources, add an amount 
computed by multiplying any such ex¬ 
cess utilization classified pursuant to 
§ 916.46 and § 916.47 by the applicable 
class price. 

6. Substitute the following for 
§ 916.61: 

§ 916.61 Computation of the uniform 
price. For each month, the Market Ad¬ 
ministrator shall compute the 3.5 per¬ 
cent value of producer milk by— 

(a) Combining into one total the in¬ 
dividual values of milk of all handlers 
computed pursuant to § 916.60, adjusted 
by any charges or credits pursuant to 
§916.75 (a) and (b); 

(b) Adding, if the weighted average 
butterfat test of all producer milk rep¬ 
resented in paragraph (a) of this section 
is more than 3.5 percent, or subtracting, 
if the weighted average butterfat test 
of such milk is less than 3.5 percent, an 
amount computed by multiplying the 
total pounds of butterfat represented by 
the difference of such average butterfat 
test from 3.5 percent by the butterfat 
differential provided in § 916.71 multi¬ 
plied by 10; 

(c> Add an amount equal to the total 
value of the location differential pursu¬ 
ant to § 916.72; 

(d) Adding not less than one half of 
the unobligated balance In the producer 
equalization fund; 

(e) Dividing the resulting amount by 
the hundredweight of milk received from 
producers; and 

(f) Subtracting not less than 6 cents 
or more than 7 cents. The result shall 
be known as the uniform price for pro¬ 
ducer milk of 3.5 percent butterfat 
Tontent. 

7. Substitute the following for § 916.62: 

§ 916.62 Notification. On or before 
the 12th day after the end of each month, 
the market administrator shall mail to 
each handler, at his last known address, 
a statement showing for such month: 

(a) The amount and value of his pro¬ 
ducer milk in each class; 

(b) The uniform price computed pur¬ 
suant to § 916.61 and the butterfat dif¬ 
ferential computed pursuant to § 916.71; 

(c) The amount to be paid by such 
handler pursuant to §916.72 and 
§916.73; and 

(d) The amount due such handler 
from the producer-equalization fund or 
the amount to be paid by such handler to 
the producer-equalization fund, as the 
case may be. 

8. Delete “16th H , In § 916.70 (b) (1) 
and substitute “15th”. 


9. Add the following as §916.78: 

§ 916.78 Producer-equalization fund . 
The market administrator shall establish 
and maintain a separate fund, known as 
the “producer-equalization fund” into 
which he shall deposit all payments re¬ 
ceived pursuant to paragraph (a) of this 
section and out of which he shall make 
all payments pursuant to paragraph (b) 
of this section. 

(a) Payments to the producer-equal¬ 
ization fund. On or before the 13th day 
after the end of each month, each han¬ 
dler whose value of milk is required to 
be computed pursuant to § 916.60 shall 
pay to the market administrator any 
amount by which such value for such 
month is greater than the minimum 
amount required to be paid by him pur¬ 
suant to § 916.70. 

(b) Payments out of the producer- 
equalization fund. On or before the 14th 
day after the end of each month, the 
market administrator shall pay to each 
handler any amount by which the value 
of milk for such handler for the month 
pursuant to § 916.60 is less than the total 
minimum amount required to be paid by 
him pursuant to § 916.70, less any unpaid 
obligations of such handler to the mar¬ 
ket administrator pursuant to para¬ 
graph (a) of this section: Provided , That 
if the balance in the producer-equaliza¬ 
tion fund is insufficient to make all pay¬ 
ments to all such handlers pursuant to 
this paragraph, the market adminis¬ 
trator shall reduce uniformly such pay¬ 
ments and shall complete such payments 
as soon as the necessary funds become 
available. 

Proposed by the Borden Company: 

10. Amend § 916.6 to read as follows: 

§916.6 Pool plant. “Pool plant” 
means a plant (except one w r hich is ex¬ 
empted pursuant to § 916.101) from 
which either (a) 20 percent or more of 
the total milk received at such plant dur¬ 
ing the month is disposed of in the mar¬ 
keting area as Class I other thar\ to 
another pool plant, or <b) 20 percent or 
more of the total milk received from 
dairy farmers at such plant during the 
month is moved to a pool plant(s) as 
described in paragraph (a) of this 
section. 

11. Amend § 916.7 to read as follow’s: 

§ 916.7 Handler . “Handler” means: 
(a) A person who operated a pool plant 
or a plant in which milk is pasteurized or 
packaged and from which Class I milk is 
disposed of in the marketing area. 

(b) A cooperative association with re¬ 
spect to milk customarily received by a 
handler as described under paragraph 
(a) of this section, wliijph is diverted to 
a non-handler for the account of the 
association. 

12. Amend § 916.73 to read as follows: 

§ 916.73 Expense of administration. 
As his pro rata share of the expense of 
administration of this part, each handler 
shall pay to the market administrator on 
or before the 13th day after the end of 
each month five cents per hundreweight, 
or such amount not exceeding five cents 
per hundredweight as the Secretary may 
prescribe, with respect to all receipts 
within the month^of milk from producers 


and to other source milk w'hich is sold in 
the marketing area as Class I: 

Proposed by Lakeside Dairy: 

13. Amend § 916.5 to include all of 
Wexford County and Missaukee and 
Roscomon Counties. 

Proposed by Dairyland Cooperative 
Creamery Company: 

14. Amend § 916.6 to read: 

§ 916.6 Pool Plant. “Pool plant” 
means a plant from which either (a) 
30 percent or more of the total milk 
received at such plant during the month 
(with the exception of the months of 
July and August) is disposed of in the 
marketing area as Class I other than to 
another pool plant: Provided, That the 
total quantity distributed on all routes 
operated inside or outside the marketing 
area is equal to 50 percent or more of 
producer receipts, or (b) 20 percent or 
more of the total milk received from 
dairy farmers at such plant during the 
month is moved to a pool plant (s) as de¬ 
scribed in paragraph (a) of this section. 

Proposed by Gabier Dairy: 

15. In § 916.82 change “200 points” to 
“100 points”. 

Proposed by the Dairy Division, Agri¬ 
cultural Marketing Service: 

16. Provide for the classification and 
accounting for month end inventories of 
fluid milk products as Class II milk, sub¬ 
ject to an additional charge if allocated 
to Class I utilization in the following 
month. 

17. Add a new § 916.54 as follows: 

§ 916.54 Use of equivalent price. If 
for any reason a price quotation required 
by this order for computing class prices 
or for any other purpose is not avail¬ 
able in the manner described, the market 
administrator shall use a price deter¬ 
mined by the Secretary to be equivalent 
to the price which is required. 

18. Make such changes as may be re¬ 
quired to make the entire order, as 
amended, conform with any amendments 
thereto which may result from this 
hearing. 

Copies of this notice of hearing, and 
the order now in effect, may be procured 
from the Market Administrator, 916 East 
Front Street. Traverse City, Michigan, 
or the Hearing Clerk, Room 112 Ad¬ 
ministration Building, United States De¬ 
partment of Agriculture, Washington 25, 
D. C., or may be there inspected. 

Filed at Washington, D. C., this 6th 
day of February 1957. 

[ seal 1 Roy W. Lennartson, 

Deputy Administrator . 

(P. R. Doc. 57-1019; Piled, Feb. 8. 1957; 
8:50 a. m.J 


[ 7 CFR Part 967 1 

(Docket No. AO-170-A10] 

Milk in South Bend-La Porte, Indiana, 
Marketing Area 

notice op recommended decision and 

OPPORTUNITY TO FILE WRITTEN EXCEP¬ 
TIONS WITH RESPBCT TO PROPOSED 
AMENDMENTS TO TENTATIVE MARKETING 
AGREEMENT AND ORDER, AS AMENDED 

Pursuant to the provisions of the Agri¬ 
cultural Marketing Agreement Act of 






Saturday , February 9, 1957 

1937, as amended (7 U. S. C. 601 et seq.) 
and the applicable rules of practice and 
procedure as amended, governing the 
formulation of marketing agreements 
and marketing orders (7 CFR Part 900), 
notice is hereby given of the filing with 
the Hearing Clerk of the recommended 
decision of the Deputy Administrator, 
Agricultural Marketing Service, United 
States Department of Agriculture, with 
respect to proposals to amend the tenta¬ 
tive marketing agreement and the order, 
as amended, regulating the handling of 
milk in the South Bend-La Porte, Indi¬ 
ana. marketing area. Interested per¬ 
sons may file written exceptions to this 
decision with the Hearing Clerk, United 
States Department of Agriculture. Wash¬ 
ington, D. C., not later than the close 
of business the 10th day after publica¬ 
tion of this decision in the Federal Reg¬ 
ister. Exceptions should be filed in 
quadruplicate. 

Preliminary statement. The hearing, 
on the record of which the proposed 
amendments to the tentative marketing 
agreement and to the order, as amended, 
were formulated, was conducted at South 
Bend, Indiana, on August 14-15. 1956, 
pursuant to notice thereof which was 
issued on August 9, 1956, (21 F. R. 
5970). 

The material issues of record related 

to: 

1. The classification and pricing of 
milk used in making cottage cheese. 
(Proposals 1 and 6.) 

2. A revision of the transfer provisions. 
(Proposal 2). 

3. A revision of the list of condens- 
eries appearing in the basic formula. 
(Proposal No. 4). 

4. Elimination, of the butter-cheese 
portion of the basic formula. (Proposal 
No. 5). 

5. The price level for Class I milk, in¬ 
cluding the supply-demand adjustment. 
(Proposal No. 7.) 

6. Classification and pricing of butter- 
fat used for making butter. (Proposals 

II and 12.) 

7. Conforming changes (Proposal No. 
13.) 

In addition to the foregoing issues, cer¬ 
tain other matters were referred to in 
Proposals 3, 8, 9 and 10 Of the healing 
notice. They were either abandoned' or 
not specifically supported at the hear¬ 
ing. These proposals included a revision 
of the allocation provisions, the placing 
of a limitation on diversions of milk to 
nonregulated plants, and a new Class 

III classification and price. It is con¬ 
cluded that no further action with re¬ 
spect to these matters should be taken 
on the basis of this hearing. 

Findings and conclusions . The fol¬ 
lowing findings and conclusions on the 
material issues covered in this decision 
are based upon evidence in the record 
of the hearing: 

1. A new classification and price for 
milk used to produce cottage cheese 
should be established. 

Producers proposed to establish a sep¬ 
arate classification and price for milk 
used to produce cottage cheese. They 
supported their proposal on the basis 
that a new classification and price are 
necessary to reflect the additional cost 
No. 28-6 
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to producers of supplying milk of the 
quality required by the health depart¬ 
ments of the marketing area for use in 
cottage cheese. 

One unregulated plant operator testi¬ 
fied at the hearing in opposition to the 
proposed price increase but on question¬ 
ing stated the opinion that producers 
should receive more money for Grade A 
milk used in dairy products than for un¬ 
graded milk. This operator has a plant 
near South Bend in which ice cream, 
ice cream mix, and cottage cheese are 
manufactured. Approximately 25 per¬ 
cent of the cottage cheese production 
of his plant is sold in the South Bend- 
LaPorte marketing area. It wfts stated 
that milk received from the reserve sup¬ 
plies of regulated handlers would pro¬ 
vide the necessary Grade A milk for the 
cottage cheese that he sells in the mar¬ 
keting area. This operator at present 
receives no ungraded milk in his plant. 

The South Bend-LaPorte marketing 
area is comprised of the cities of South 
Bend, LaPorte, Mishawaka, and Michi¬ 
gan City. Indiana. Recently, the cities 
of South Bend, LaPorte and Michigan 
City adopted similar milk ordinances to 
become effective January 1, 1957. Under 
these ordinances all cottage cheese sold 
within each of these cities must be pro¬ 
duced from Grade A milk. Some cottage 
cheese which heretofore has been sold in 
the market has been made from dry curd 
produced from ungraded milk. This 
practice will be prohibited under the new 
ordinances. 

Beginning January 1, 1957, cottage 
cheese disposed of in a large portion of 
the marketing area must be made from 
milk meeting the same inspection re¬ 
quirements as that for fluid disposition. 
Cottage cheese will provide a regular, 
year-round outlet for inspected milk 
(skim milk and butterfat) and under this 
circumstance should not be considered 
a distress outlet for Class I reserves. It 
is important and economically sound 
that milk for this use should contribute 
to the increased cost of obtaining the 
year-round supply oLGrade A milk nec¬ 
essary for all purposes which require 
this type of supply. Producers should 
receive a price differential over manufac¬ 
turing milk prices to compensate for the 
higher costs of producing Grade A milk. 
The expansion of producer receipts to 
supply all the milk needed for cottage 
cheese would reduce returns to producers 
unduly if the present classification and 
pricing provisions were retained in the 
order. Therefore, it is concluded that 
a new Class II milk classification should 
be established for producer milk used 
to produce cottage cheese. Present Class 
II milk other than milk for cottage 
cheese should be redesignated Class III 
milk without a change in the price for¬ 
mula. The testimony and findings con¬ 
cerning an appropriate price level for 
milk used for cottage cheese ale discussed 
below. 

Proponents proposed a price formula 
for skim milk used to produce cottage 
cheese as follows: the prevailing price 
per pound of spray process nonfat dry 
milk for human consumption (Chicago 
area manufacturing plants), minus 3.2 
cents, multiplied by 8.5. The 3.2 cent 
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deduction was revised from 2.0 cents at 
the hearing. They contended that the 
price of Grade A skim milk for cottage 
cheese should not be less than the cost 
of its equivalent in nonfat dry milk of 
Grade A quality which might be secured 
from alternative sources. Producers ex¬ 
plained that the deduction of 3.2 cents 
represented an adjustment to the price 
of nonfat dry milk to offset the costs to 
handlers of such operations as receiving 
and cooling and field work expense: the 
loss on butterfat separated from milk 
used to produce cottage cheese: and 
hauling charges for reserve butterfat 
moved to manufacturing plants. The 
total handling costs, amounting to 28.6 
cents per hundredweight, suggested by 
producers were represented as the aver¬ 
age handling costs for fifteen plants 
operated by the producers’ association in 
the Chicago milkshed. The deduction of 
3.2 cents was suggested after allowance 
also for the differential in price per 
pound usually received for nonfat dry 
milk of Grade A quality. The factor 
“8.5’' represents the suggested yield of 
nonfat dry milk from a hundred pounds 
of skim milk. 

Producers suggested further at the 
hearing that butterfat used to cream 
cottage cheese be priced at the present 
order price for Class II butterfat. 

The expression of the South Bend- 
LaPorte Class II price in terms of a 
differential over the basic formula price 
will recognize an additional value for 
Grade A milk used for cottage cheese 
over the level of manufacturing prices 
and also will enable the price of skim 
milk to fluctuate with prices for manu¬ 
facturing milk. Milk used to produce 
cottage cheese and that contained in 
fluid cream, among other products, is 
classified and priced as Qlass n milk 
under the Chicago order, oh a price level 
above that for manufacturing uses such 
as butter, nonfat dry milk, cheese and 
evaporated milk. At the present time, 
the minimum price for butterfat in Class 

I milk under the South Bend-LaPorte 
order is aligned with the minimum price 
for butterfat in Class II milk under the 
Chicago order. The annual average 
price in 1955 for Class I butterfat was 
approximately 8 cents per pound over 
the manufacturing level of prices. The 
price of butterfat in Class II milk (new) 
should be in close alignment with the 
price of Class II butterfat (cream) under 
the Chicago order since butterfat at this 
price is available to Chicago handlers 
with fluid milk plants serving the South 
Bend-LaPorte marketing area. By using 
the Class I butterfat price to price Class 

II butterfat also the supply-demand ad¬ 
justment will apply to the Class II 
butterfat price in the same manner as 
it applies to the Class I butterfat price. 
Therefore, it is concluded that the price 
of milk used to produce cottage cheese 
should be the basic formula price plus 
70 cents for the months of August 
"through February, and 45 cents for the 
months of March through July. Such 
Class II price differentials take into ac¬ 
count the competitive influence origi¬ 
nating in the Chicago market and also 
follow the seasonal pattern of pricing 
provided under the South Bend-LaPorte 
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order. After deducting the value of 3.5 
pounds of butterfat in Class II milk at 
the proposed level, there would result a 
residual price for skim milk used in 
cottage cheese averaging, on the basis of 
1955 data, approximately 32 cents above 
the price for skim milk for manu¬ 
factured milk products included in the 
class to be redesignated as Class in milk. 
In view of the conclusion that a portion 
of the added value of milk for cottage 
cheese should be attributed to the 
butterfat, it is further concluded that 
the proposed formula adapts itself to 
the present over-all plan for skim milk 
and butterfat pricing more readily than 
the type of formula proposed by 
producers. 

2. The transfer provisions should be 
modified only in conformity^vith the re¬ 
vised plan for the classification of milk. 

Producers proposed that the transfer 
provisions be modified so that producer 
milk transferred or diverted from a regu¬ 
lated plant and then transshipped by 
an unregulated plant to a second un¬ 
regulated plant without being received 
at the first unregulated plant would be 
classified on the basis of the utilization 
of such milk at the second unregulated 
plant. In addition, the transferred or 
diverted milk would be required to be 
commingled with receipts of other milk 
or cream at the unregulated plant where 
actually received, or the handler would 
not be allowed to claim Class II product 
utilization. 

The producers’ proposal to amend the 
transfer provisions in this manner is 
based on the allegation that certain 
quantities of milk which have been 
transferred or diverted by handlers, and 
classified as Class II at an unregulated 
plant, were not actually received at such 
plant. Presumably such milk, in un¬ 
known quantities, was moved to a second 
unregulated plant where it was used or 
disposed of for bottling purposes. 

At the present time, the order pro¬ 
vides that milk transferred or diverted 
from a regulated plant to an unregulated 
plant may be classified Class II if the 
respective parties involved in the trans¬ 
fer or diversion mutually indicate that 
such milk was utilized in Class II. The 
order requires the market administrator 
to check the records of the unregulated 
plant in order to determine whether the 
milk moved to the unregulated plant 
was received at such plant and an 
amount of milk at least equivalent to 
such transfer was so utilized in the plant. 

The main purpose of allowing a Class 
II classification on milk transferred or 
diverted from regulated to unregulated 
plants in this market has been to facili¬ 
tate the movement of reserve milk to 
plants where manufacturing facilities 
are available. In this connection, it has 
been considered important that a certain 
degree of flexibility be maintained in the 
provisions governing the disposition of 
reserve milk. Stringent transfer provi¬ 
sions could enhance the difficulties of 
the small volume handlers in disposing 
of minor quantities of reserve milk. The 
testimony does not reveal specific in¬ 
stances of abuse of these provisions. 
Moreover, the present order transfer pro¬ 
visions recognize the difficult adminis¬ 


trative task of ascertaining the particu¬ 
lar use of each hundred-weight of 
producer milk moved to an unregulated 
plant. There are administrative limita¬ 
tions involved in accounting for specific 
“lots” of transferred or diverted milk 
according to its actual, or physical, dis¬ 
position at the unregulated plant. It 
does not appear that the problem com¬ 
plained of warrants the additional 
administrative difficulties involved in 
accounting for specific “lots” of milk. 

For these reasons it is concluded that 
the proposed modification of the transfer 
provision should not be adopted. 

3. The list of condenseries used in 
computihg the basic formula price should 
be revised. 

The list of condenseries, the pay- 
prices of which are used in connection 
w r ith price formulas under the order, 
should include only those plants which 
are currently operating, and for which 
producer pay-prices are reported. The 
last revision of the list, in December 
1953 (18 F. R. 8671), deleted the names 
of the Borden Company plants at Black 
Creek and Greenville, Wisconsin, and 
the Carnation Company at Jefferson, 
Wisconsin. Official notice is taken of the 
termination of operations at the Pet 
Milk Company Hudson, Michigan. In 
addition, the Carnation Company plants 
at Berlin and Chilton, Wisconsin, have 
terminated operations. The names of 
the following plants therefore should be 
deleted from the list appearing in 
§ 967.50 (a): Carnation Company, Ber¬ 
lin, Wisconsin, Carnation Company, 
Chilton, Wisconsin, and Pet Milk Com¬ 
pany, Hudson, Michigan. For conven¬ 
ience, the full list as revised is incor¬ 
porated in the order amendments in¬ 
cluded in this decision. 

4. The butter-cheese portion of the 
basic price formula should be deleted. 

Producers proposed that the “con- 
densery-code” price formula be deleted 
as a basic price formula. Handlers pre¬ 
sented no opposition testimony to this 
proposal. 

The basic price formula employs 
market prices for Chicago Grade A 
butter and Wisconsin State Brand Ched¬ 
dar Cheese. In the present order, the 
basic formula price for any month is the 
highest price resulting from three 
formula prices, reflecting the values of 
milk used for condensing, for making 
butter and cheese, and for making but¬ 
ter and nonfat dry milk. The con- 
densery-code price formula is one of the 
three. It reflects the value of milk used 
for butter and cheese. 

This component of the basic price 
formula has not had significant effect in 
the South Bend order during the past 
several years. During the entire period 
January 1952 through June 1956, the 
butter-cheese component of the basic 
price formula was never sufficiently 
high in any month to be used as a basis 
of pricing Class I milk. 

The necessity of appropriate align¬ 
ment of South Bend milk prices with 
those . established under the Chicago 
order is recognized. The record of this 
hearing contains ample evidence in this 
respect. The condensery-code price 
formula has already been deleted from 


the basic price formula of the Chicago 
order. In order to preserve further the 
alignment of prices under Orders No. 
67 and 41, it is concluded that the con¬ 
densery-code price formula should be 
deleted from Order No. 67. 

5. No change should be made in the 
Class I price differential. Non-substan¬ 
tive changes in the language of the 
supply-demand adjuster should be 
adopted. 

The major producers’ cooperative sup¬ 
plying milk to regulated handlers pro¬ 
posed that the Class I milk price differ¬ 
ential, which is added to the basic 
formula price, be changed to $1.30 for 
each month of the year. The Class I 
milk price differentials now provided 
in the order are $1.30 for the months of 
August through December, $1.10 for 
January and February, and 90 cents for 
the remaining months of the year. The 
annual monthly average of these differ¬ 
entials is $1.10. 

The proposal to establish a Class I 
differential of $1.30 for each month was 
based on the following: (1) Production 
costs have increased, (2) the proposed 
price increase would not result in an un¬ 
desirable price alignment with sur¬ 
rounding markets, (3) the base-excess 
plan eliminates the need for seasonal 
differentials, and (4) the price increase 
proposed is moderate and will not in¬ 
crease production. 

The proposal w^as not supported on 
the basis of a need to increase the sup¬ 
ply of milk for the market, but rather 
to increase returns to producers on the 
volume of milk currently being pro¬ 
duced. The elimination of seasonal 
differentials was urged on the basis that 
the present base-excess plan is sufficient 
incentive for producers to establish a 
pattern of uniform milk production 
throughout the year. 

Producers’ proposal would have the 
effect of increasing the annual level of 
the Class I milk price. The present 
stated Class I differentials average $1.10 
on an annual basis. This level of Class 
I price differentials (not including plus 
or minus supply-demand adjustments) 
has been provided for in Order No. 67 
since November 1, 1952. Immediately 
prior to that date the annual average 
Class I differential w r as approximately 
85 cents per hundredweight. 

Between 1952 and 1955 Class I sales 
increased 33 percent, with the largest 
annual increase occurring in 1955. Dur¬ 
ing this 4-year period receipts of pro¬ 
ducer milk increased 39 percent. This 
increase in total producer receipts is due 
to two important factors: (1) the 27 
percent increase in production per farm, 
ahd (2) a 9 percent increase in producer 
numbers in this period. 

During the first 6 months of 1956 pro¬ 
duction continued to increase, being up 
18 percent over the corresponding 
months of the year before. Also, pro¬ 
ducer numbers increased 5 percent in 
the same period. Class I sales, during 
the first 6 months of 1956 increased 12 
percent over the same period a year ago. 
The increase in producer receipts repre¬ 
sents a somewhat greater volume of milk 
than the increase in Class I sales since 
the Class I sales total is less than total 
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producer receipts. The fall and winter 
months are normally the months of rel¬ 
atively low milk production in the South 
Bend-LaPorte market. In the fall of 
1955, the monthly percentages of pro¬ 
ducer milk utilized as Class I milk were 


as follows: 

August_ 77.9 November- 83.4 

September_ 79. 4 December- 81. 5 

October- 79.0 


It is concluded from the above that 
market supplies have responded ade¬ 
quately to the price levels (as modified 
by the supply-demand adjuster in re¬ 
sponse to changing conditions) which 
have prevailed during recent years. 
Supplies of producer milk at the present 
time serve to fulfill Class I milk require¬ 
ments. It is concluded that an increase 
in the annual level of the Class I price 
should not be adopted. 

The amount of seasonal variation in 
Class I price differentials was reduced 
with the amendment of December 1, 
1954. which also made effective a base- 
excess plan of distributing returns to 
producers. Official notice is taken of 
the decision of the Secretary issued No¬ 
vember 24, 1954, which supported such 
amendment. It was found appropriate 
at that time to establish a seasonal pat¬ 
tern of fixed differentials which would 
align prices closer with the Class I prices 
paid by handlers in surrounding mar¬ 
keting areas. While it was generally 
acknowledged that the adoption of the 
base-excess plan diminishes the need for 
seasonal variation in the Class I price, 
it was further recognized by interested 
parties that it is necessary, under pres¬ 
ent conditions, to have some seasonal 
change in the differentials in order to 
keep the price in this market competitive 
throughout the year with prices in areas 
with adjoining or overlapping milk- 
sheds. Of these, Chicago is the most 
important. 

It is significant, too, that a substantial 
proportion of the fluid milk distributed 
within the South Bend-LaPorte market¬ 
ing area originates in plants regulated 
and priced by the Chicago order. 
Although there has been marked im¬ 
provement in the seasonal variation of 
producer deliveries during the past sev¬ 
eral months, and it is possible that fur¬ 
ther improvement would result from the 
elimination of seasonal pricing in con¬ 
junction with the base plan, the Class 
I price must remain competitive w T ith 
the Chicago price as well as with prices 
in other surrounding areas in which reg¬ 
ulated handlers distribute considerable 
Quantities of Class I milk. The current 
healing did not develop information on 
which to conclude that there is less need 
to maintain the South Bend-LaPorte 
and Chicago Class I prices in close re¬ 
lationship than w r as the case at the time 
the present price schedule was adopted. 

It is concluded that the present sea¬ 
sonal differences in Class I price dif¬ 
ferentials should be retained. 

Producers proposed that the present 
language of the supply-demand provi¬ 
sion be modified to state that the ad¬ 
justment in price (increase or decrease) 
will in each instance be the same as 
that resulting from action of the supply- 
demand adjuster contained in the Chi¬ 


cago order. The proposal was supported 
primarily on the basis that any modifi¬ 
cation of the Chicago supply-demand 
provision automatically should have a 
corresponding result under the South 
Bend-LaPorte order without the neces¬ 
sity of a hearing. Handlers expressed 
no opposition to this proposal. 

The language of the present South 
Bend-LaPorte supply-demand adjust¬ 
ment provision has been revised on sev¬ 
eral occasions in order that it might be 
kept the same as the comparable pro¬ 
visions of Order No. 41 for Chicago. The 
data currently used to compute the ad¬ 
justment are Chicago supply-sales data, 
not those of the South Bend-LaPorte 
market. Since it has been indicated 
that prices in the two markets should 
be closely aligned, it would be appro¬ 
priate to adopt the proposed language 
in the South Bend-LaPorte order. This 
would not change the substantive effect 
of the present supply-demand provision 
but would obviate the necessity of modi¬ 
fying language in the South Bend-La¬ 
Porte order whenever the Chicago 
supply-demand provision might be 
amended. Should it become desirable 
to provide different supply-demand ad¬ 
justers in the respective markets, a sep¬ 
arate hearing on this order could be 
proposed to consider such an action. It 
is concluded that the proposal concern¬ 
ing the language of the supply-demand 
adjustment provision should be adopted. 

6. A separate classification and price 
for butterfat used in churning butter 
should not be adopted. 

Handlers proposed that butterfat used 
in churning butter should have a sep¬ 
arate classification, and be priced the 
same as 92-score butter on the Chicago 
market. 

In supporting the proposal, handlers 
testified that in 1955, an average of 24.- 
000 pounds of butterfat per month was 
used for churning operations, usually in 
unregulated plants. For the first six 
months of 1956, approximately 31,000 
pounds of butterfat per month were used 
in this manner. Much of such butterfat 
was churned on a custom basis, presum¬ 
ably returned as butter to regulated 
handlers for sale to their customers. 
Handlers contended that they lose 5 to 
10 cents per pound on such butterfat, 
i. e., the difference between the South 
Bend-LaPorte Class II butterfat price 
and their sale price to butter manufac¬ 
turing plants. 

The proposal is intended to relieve 
handlers of losses incurred by them in 
the disposition of butterfat for churning. 
They argued that producers should as¬ 
sume a portion of these losses since the 
handlers have had to accept more but¬ 
terfat than actually needed in procuring 
a sufficient quantity of milk for fluid 
disposition. However, it was conceded by 
proponents that there is opportunity in 
the over-all operation of a fluid milk 
business to recover whatever losses are 
incurred whether in the cream depart¬ 
ment or elsewhere. 

It was further argued that the adop¬ 
tion of the proposal would encourage 
producers to deliver milk of lower butter¬ 
fat content, in closer conformance with 
the consumer demand for products of 
lower butterfat content. 
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Producers contended that cream for 
churning can be sold at the present 
Class II butterfat price and that to 
adopt the proposal would shift to pro¬ 
ducers the losses resulting from poor 
sales outlets. 

At the present time, butterfat used for 
churning butter is classified in Class H 
and priced accordingly. The Class II 
price for butterfat is computed by add¬ 
ing 20 percent to the Chicago 92-score 
butter price and then multiplying by 
1,000. This has resulted in annual aver¬ 
age Class II butterfat prices per hun¬ 
dredweight in 1952, 1953, 1954 and 1955 
of $87, $79, $72 and $69, respectively. 
During that period, the proposal would 
have resulted in annual average prices 
for butterfat used for butter of $72. $66, 
$60 and $57, representing a significant 
reduction from the present level. 

A large portion of the reserve quan¬ 
tity of butterfat in the market is utilized 
in ice cream and ice cream mix, and 
not necessarily utilized for churning. 
Approximately 84 percent of the total 
Class H butterfat during the 18 months 
prior to the hearing was utilized in prod¬ 
ucts yielding higher returns to handlers 
than butterfat for churning. Approxi¬ 
mately 16 percent of the Class H butter¬ 
fat during this period was disposed of 
for churning. The latter quantity is 
equivalent to less than one percent of the 
total butterfat in producer milk. Recog¬ 
nizing that reserves are necessary for a 
handler to conduct a fluid milk opera¬ 
tion, the small quantity of butterfat 
which is disposed of for churning may 
not be considered burdensome. It is 
concluded that a separate classification 
and pricing for butterfat used for churn¬ 
ing should not be adopted. 

7. Other changes in the order involve 
the redesignation of paragraph refer¬ 
ences to conform with recommendations 
contained herein to amend the clas¬ 
sification and pricing provisions of the 
order. 

General findings, (a) The proposed 
marketing agreement and the order, as 
amended, and as hereby proposed to be 
further amended, and all of the terms 
and conditions thereof will tend to effec¬ 
tuate the declared policy of the act; 

(b) The parity prices of milk as de¬ 
termined pursuant to section 2 of the act 
are not reasonable in view of the price 
of feeds, available supplies of feeds and 
other economic conditions which affect 
market supply and demand for milk in 
the marketing area, and minimum prices 
specified in the proposed marketing 
agreement and the order, as amended, 
and as hereby proposed to be further 
amended, are such prices as will reflect 
the aforesaid factors, insure a sufficient 
quantity of pure and w'holesome milk, 
and be in the public interest; and 

(c) The proposed order, as amended, 
and as hereby proposed to be further 
amended, will regulate the handling of 
milk in the same manner as, and will 
be applicable only to persons in the re¬ 
spective classes of industrial and com¬ 
mercial activity specified in, a marketing 
agreement upon which a hearing has 
been held. 

Rulings on proposed findings and con - 
elusions. Briefs were filed which con¬ 
tained statements of fact, proposed find- 








848 


PROPOSED RULE MAKING 


ings and conclusions, and arguments 
with respect to the provisions of the 
proposed amendments. Every point 
covered in the briefs was carefully con¬ 
sidered along with the evidence in the 
record In making the findings and reach¬ 
ing the conclusions hereinbefore set 
forth. To the extent that the findings 
and conclusions proposed in the briefs 
are inconsistent with the findings and 
conclusions contained herein, the re¬ 
quest to make such findings or to reach 
such conclusions is denied on the basis 
of the facts found and stated in con¬ 
nection with the conclusions in this rec¬ 
ommended decision. 

Recommended marketing agreement 
and amendments to the order. The fol¬ 
lowing amendments to the order, as 
amended, regulating the handling of 
milk in the South Bend-LaPorte, Indi¬ 
ana, marketing area are recommended 
as the detailed and appropriate means 
by which the foregoing conclusions may 
be carried out (the recommended mar¬ 
keting agreement is not included in this 
decision because the regulatory provi¬ 
sions thereof would be identical with 
those contained in the order, as amended, 
and as hereby proposed to be further 
amended) * 

1. In § 9*67.22 (i) (I) delete the phrase 
"pursuant to § 967.51” and substitute 
"pursuant to §§ 967.51 through 967.53”. 

2. Delete § 967.41 and substitute the 
following: 

§ 967.41 Classes of utilization. Sub¬ 
ject to the conditions set forth in 
§§ 967.43 and 967.44, the skim milk and 
butterfat described in § 967.40 shall be 
classified by the market administrator 
on the basis of the following classes: 

(a) Class I milk shall be all skim milk 
(including reconstituted skim milk) and 
butterfat (1) disposed of (except as pro¬ 
vided in paragraph (c) (1) of this sec¬ 
tion) in the form of milk, skim milk, 
flavored milk, flavored milk drink, and 
buttermilk; (2) disposed of as cream 
(sweet or sour) and as any fluid mixture 
of cream and milk (or skim milk) con¬ 
taining not less than 6 percent butterfat 
(but not including ice cream or other 
frozen dessert mixes disposed of to a 
commercial processor, or any mixture 
disposed of in containers or dispensers 
under pressure for the purpose of dis¬ 
pensing a whipped or aerated product); 
(3) disposed of in fluid or frozen form 
as concentrated milk, flavored milk, fla¬ 
vored milk drink not sterilized and not 
otherwise specified under paragraph (c) 
of this section, and as eggnog; (4) in 
shrinkage of receipts of producer milk 
computed pursuant to § 967.42 which is 
in excess of 2 percent of such receipts; 
and (5) not specifically accounted for as 
any item named in this paragraph or as 
Class II milk or Class in milk. 

<b) Class n milk shall be all skim milk 
and butterfat used to produce cottage 
cheese. 

(c) Class III milk shall be all skim 
milk and butterfat (1) disposed of in 
bulk in the form of milk, skim milk, but¬ 
termilk, and cream to any manufacturer 
of candy, soup or bakery products and 
used in such products; (2) in condensed 
milk or skim milk (sweetened or un¬ 
sweetened) disposed of to commercial 


food processors; (3) disposed of (or used 
to produce, in the case of ice cream and 
frozen desserts and mixes (liquid or 
powdered) for such products, and aer¬ 
ated cream products) as sweetened con¬ 
densed milk in hermetically sealed cans, 
evaporated milk, ice cream, ice cream 
mix, other frozen desserts and mixes, 
storage cream, butter, cheese and non¬ 
fat dry milk solids; (4) dumped or dis¬ 
posed of for livestock feed as skim milk 
(including that in whole milk dumped), 
flavored milk, flavored milk drink and 
buttermilk; (5) disposed of as a milk 
product other than any of those specified 
in paragraph (a) (1), (2) and (3) in 
paragraph (b) of this section, and in 
subparagraphs (1), (2>, (3) and (4) of 
this paragraph; (6) contained in 
monthly inventory variations; (7) in ac¬ 
tual shrinkage of receipts of producer 
milk computed pursuant to § 967.42 but 
not in excess of 2 percent of such re¬ 
ceipts; and (8) in actual shrinkage of 
other source milk computed pursuant to 
§ 967.42. 

3. Delete § 967.44 and substitute the 
following: 

§ 967.44 Transfers. Skim milk or 
butterfat disposed of by a handler either 
by transfer or diversion shall be classi¬ 
fied: 

(a) As Class I milk if transferred or 
diverted to another handler (except a 
producer-handler) in the form of any 
item named in § 967.41 (a) (1), (2), or 
(3) unless utilization in another class 
is matually indicated in writing to the 
market administrator by both handlers 
, on or before the 9th day after the end 
of the delivery period within which such 
transaction occurred: Provided, That 
skim milk or butterfat so assigned to a 
particular class shall be limited to the 
amount thereof remaining in such class 
in the plant of the transferee handler 
after the subtraction of other source milk 
pursuant to § 967.46, and any excess of 
such skim milk or butterfat, respectively, 
shall be assigned to Class I milk; 

(b> As Class I milk if transferred or 
diverted to a producer-handler in the 
form of any item named in § 967.41 (a) 
(1), (2) or (3); 

(c) As Class I milk if transferred or 
diverted to a plant not an approved plant 
in the form of any item named in 
§ 967.41 (a) (1), (2) or (3) unless (1) 
the transferor handler claims use in 
another class on the basis of utilization 
in the unapproved plant in his report 
submitted to the market administrator 
pursuant to § 967.30 for the month with¬ 
in which such transaction occurred, (2) 
the receiver maintains books and records 
showing the utilization of all skim milk 
and butterfat at his plant which are 
made available if requested by the mar¬ 
ket administrator for the purpose of 
verification, and (3) in such receiver’s 
plant there actually had been used dur¬ 
ing such delivery period in the use indi¬ 
cated in such report, not less than an 
equivalent amount of skim milk and 
butterfat derived by him from milk or 
cream: Provided , That if upon inspec¬ 
tion of such receiver’s records of such 
plant, there had not been used in such 
indicated use an equivalent amount of 


skim milk and butterfat so derived, the 
remaining pounds shall be classified as 
Class I milk. 

4. In § 967.45 delete the phrase "in 
Class I milk and Class II milk” and sub¬ 
stitute "in each class”. 

5. In § 967.46 (c) delete the phrase 
"pursuant to § 967.41 (b) (7), in series 
beginning with Class II milk” and sub¬ 
stitute therefor the phrase "pursuant to 
§ 967.41 (c) (7), in series beginning with 
Class m milk”. 

6. In § 967.46 (e) delete the phrase 
"with Class II milk” and substitute 
therefor the following "with Class III 
milk”. 

7. Delete that portion of § 967.50 pre¬ 
ceding paragraph (a) thereof and sub¬ 
stitute therefor the following: 

§ 967.50 Basic formula price. The 
basic formula price to be used in com¬ 
puting the prices of Class I milk and 
Class n milk for the delivery period shall 
be the higher of the prices computed by 
the market administrator for the de¬ 
livery period immediately preceding 
pursuant to paragraphs (a) and <b) of 
this section: 

8. Delete the list of plants and loca¬ 
tions appearing in § 967.50 (a) and sub¬ 
stitute therefor the following: 

Present operator: Location 

Borden Co-Mount Pleasant, Mich. 

Borden Co-New London, Wls. 

Borden Co-Orfordville, Wls. 

Carnation Co_Oconomowoc, Wls. 

Carnation Co-Richland Center, Wis. 

Carnation Co_— Sparta, Mich. 

Pet Milk Co. BeUeville, Wis. 

Pet Milk Co__Coopersvllie. Mich. 

Pet Milk Co. New Glarus, Wis. 

• Pet Milk Co_Wayliind, Mich. 

White House Milk 

Co_i_Manitowoc, Wis. 

White House Milk 

Co_West Bend. Wis. 

9. Delete § 967.50 (b) in its entirety. 

10. Redesignate § 967.50 (c) as 
§ 967.50 (b). 

11. Delete the proviso in § 967.51 (a) 
and substitute therefor the following: 
"Provided , That such Class I price 
differential shall be increased or de¬ 
creased, respectively, by the supply - 
demand adjustment computed under 
Federal Order No. 41 regulating the han¬ 
dling of milk in the Chicago, Illinois, 
marketing area.” 

12. In § 967.51 (b) delete the reference 

to "§ 967.50 (c) (2)” and substitute 

therefor the reference "§ 967.50 <b) (2).” 

13. In § 967.51 (b) delete the refer¬ 
ence to "§ 967.50 (c)” and substitute 
therefor the reference "§ 967.50 (b).” 

14. Delete § 967.51 (d) in its entirety. 

15. Delete § 967.52 and substitute 
therefor the following: 

§ 967,52 Class II milk prices. The 
minimum prices per hundredweight to 
be paid by each handler for skim milk 
and butterfat in producer milk received 
and classified as Class II 'milk for each 
delivery period shall be computed by the 
market administrator as follows: 

(a) Add to the basic formula price 
(3.5 percent milk), the following amount 
for the delivery period indicated: August, 
September, October, November. Decem¬ 
ber, January and February, $0.70; all 
others $0.45. 
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(b) The amount computed pursuant 
to § 967.51 (b) shall be the price of but- 
terfat in Class II milk. 

(c) Subtract from the price computed 
pursuant to paragraph (a) of this sec¬ 
tion the amount specified in paragraph 
(b) of this section times 0.035. and di¬ 
vide the remainder by 0.965. The result¬ 
ing amount shall be the price of skim 
milk in Class n milk: Provided . That in 
no event shall the price of skim milk 
pursuant to this paragraph be less than 
the price computed pursuant to § 967.53 
<b). 

16. Add a new $ 967.53 as follows: 

§ 967.53 Class III milk prices. The 
minimum prices per hundredweight to 
be paid by each handler for skim milk 
and butterfat in producer milk received 
and classified as Class in milk for each 
delivery period shall be computed by the 
market administrator as follows: 

(a) The price of butterfat in Class 
III milk shall be the producer butterfat 
differential computed for such delivery 
period pursuant to § 967.81 times 1000. 

(b) The price of skim milk in Class 
III milk shall be computed by subtrac¬ 
ting the hundredweight price of butter¬ 
fat computed pursuant to paragraph (a) 
of this section times 0.035, from the 
price determined pursuant to § 967.50 
(a), and divide the remainder by 0.965. 

17. Delete § 967.71 (e) (1) and sub¬ 
stitute therefor the following: 

(1) Compute the total value on a 3.5 
percent butterfat basis of excess milk 
included in the computations pursuant 
to paragraph (a) of this section by mul¬ 
tiplying the hundredweight of such ex¬ 
cess milk not in excess of the total 
quantity of Class m milk included in 
these computations by the price for Class 
III milk of 3.5 percent butterfat content, 
and multiplying the hundredweight of 
such excess milk in excess of such Class 
III milk in series by the price for Class 
U milk and Class I milk, respectively, 
of 3.5 percent butterfat content, and 
adding together the resulting amounts. 

18. In § 967.80 (b) delete the phrase 
“Class I milk and Class n milk” and sub¬ 
stitute therefor the following “Class I 
milk, Class n milk and Class III milk.’* 

Filed at Washington, D. C., this 6th 
day of February 1957. 

tsEALl Roy W. Lennabtson. 

Deputy Administrator. 

(P. R. Doc. 57-1018: Filed, Feb. 8, 1957; 

8:50 a. m.] 


[ 7 CFR Part 997 1 

Filberts Grown in Oregon and 
Washington 

PROPOSED ADMINISTRATIVE RULE FOR OB¬ 
TAINING CANDIDATES IN CONNECTION WITH 
NOMINATION ELECTIONS FOR CERTAlft 
MEMBERS AND ALTERNATE MEMBERS OF 
FILBERT CONTROL BOARD 

Notice is hereby given that the Depart¬ 
ment is considering the issuance of the 


administrative rule herein set forth 
pursuant to the provisions of Marketing 
Agreement No. 115, as amended, and 
Marketing Order No. 97. as amended 
(7 CFR Part 997), regulating the han¬ 
dling of filberts grown in Oregon and 
Washington, effective under the Agricul¬ 
tural Marketing Agreement Act of 1937, 
as amended (7 U. S. C. 601 et seq.). 

Prior to final issuance of such rule, 
consideration will be given to any data, 
views, or arguments pertaining thereto 
which are submitted in writing to the 
Director, Fruit and Vegetable Division. 
Agricultural Marketing Service, United 
States Department of Agriculture, 
Washington 25, D. C., and which are 
received not later than the close of busi¬ 
ness on the 7th day after publication of 
this notice in the Federal Register, ex¬ 
cept that if such day should fall on a 
holiday, Saturday, or Sunday, such sub¬ 
mission may be received by the Director 
not later than the close of business on 
the next following workday. 

Section 997.32(b) of the aforesaid 
marketing agreement and order, as 
amended, provides for the submission, 
by petition, prior to February 10th of 
each fiscal year, of names of grower 
candidates to represent growers who 
market their production through other 
than cooperative handlers for inclusion 
with ballots to be used in voting for nom¬ 
inees for positions on the Filbert Con¬ 
trol Board. It is further provided in 
such section that, if the Secretary 
should determine that the aforemen¬ 
tioned procedure is unsatisfactory to 
the growers involved because it is too 
difficult to administer, it does not result 
in the names of a sufficient number of 
qualified candidates being submitted 
with the ballots, or it should be changed 
for other reasons, he may change this 
procedure through the formulation and 
issuance of superseding regulations. 

Experience up to this time has indi¬ 
cated that a reasonably adequate num¬ 
ber of such candidates for balloting pur¬ 
poses has not been obtained through 
the petition method. In the circum¬ 
stances, this Department is considering 
issuance of the following supplemental 
procedure. 

§ 997.432 Nominations. Whenever 
petitions submitted pursuant to 5 997.32 
(b) fail to result in submission of at 
least twice as many names as there are 
positions to be filled, the Board shall 
request County Agricultural Agents in 
all filbert producing counties which pro¬ 
duced an average of at least 10 percent 
of the total production in the area of 
production during the preceding year, 
to recommend a qualified grower for 
each position to be included on the 
ballot. 

Dated: February 6, 1957. 

[sealI S. R. Smith. 

Director , Fruit and Vegetable 
Division , Agricultural Mar - 
keting Service. 

[F. R. Doc. 57-1020; Filed, Feb. 8. 1957; 

8:50 a. m.l 


DEPARTMENT OF THE INTERIOR 

Bureau of Indian Affairs 
[ 25 CFR Part 130 1 

Wind River Irrigation Project, 
Wyoming 

order fixing operation and maintenance 
charges 

Pursuant to section 4 (a) of the Ad¬ 
ministrative Procedure Act of June 11, 
1946 (Public Law 404, 79th Congress. 60 
Stat. 238) and authority contained in 
the Acts of Congress approved August 
1,1914; May 18. 1916; and March 7, 1928 
(38 Stat. 583; 25 U. S. C. 383; 39 Stat. 
142; and 45 Stat. 210; 25 U. S. C. 387), 
and by virtue of authority delegated by 
the Secretary of the Interior to the Com¬ 
missioner of Indian Affairs (Order No. 
2508; 14 F. R. 258), and by virtue of 
authority delegated by the Commis¬ 
sioner of Indian Affairs to the Area 
Director (Bureau Order No. 351, Amend¬ 
ment No. 1, 16 F. R. 5454-7), notice is 
hereby given of intention to modify the 
notice published in the Federal Register 
under date of January 8. 1957, § 130.95 
of Title 25, dealing with irrigable lands 
of the Wind River Irrigation Project to 
read as follows: 

In compliance with the provisions 
of the acts of August 1, 1914 and 
March 7, 1928 (39 Stat. 583, 25 U. S. C. 
385; 45 Stat. 210, 25 U. S. C. 387), the 
notice published under date of Jan¬ 
uary 8, 1957, is hereby modified to read: 
Interested persons are hereby given op¬ 
portunity to participate in preparing the 
proposed amendments by submitting 
their views and data or arguments, in 
writing, to the Area Director, Bureau of 
Indian Affairs. Billings, Montana, within 
forty-four (44) days from the date of 
publication of this notice of intention 
to modify in the daily issue of the 
Federal Register. 

Percy E. Melis, 
Area Director. 

[F. R. Doc. 57-996; Filed, Feb. 8, 1957; 
8:46 a. m.| 


DEPARTMENT OF HEALTH, EDU¬ 
CATION, AND WELFARE 

Food and Drug Administration 
[ 21 CFR Parts 146a, 146b, 146c, 

146d, 146e 1 

Penicillin and Penicillin-Containing 
Drugs Intended for use by the Intra¬ 
mammary Route 

NOTICE OF PROPOSED RULE MAKING 

Notice is given that the Commissioner 
of Food and Drugs, on his own initiative, 
and in accordance with the provisions 
of the Federal Food, Drug, and Cosmetic 
Act (sec. 507 (f), 59 Stat. 463, as 
amended; 21 U. S. C. 357 (f)) and under 
authority delegated to him by the Sec¬ 
retary of Health, Education, and Welfare 
(20 F. R. U96) hereby offers an oppor¬ 
tunity to all interested persons to submit 
their views in writing to the Hearing 
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Clerk, Department of Health, Education, 
and Welfare, Room 5440, 330 Independ¬ 
ence Avenue SW., Washington 25, D. C. t 
within 30 days from the date of publi¬ 
cation of this notice in the Federal Reg¬ 
ister on the proposals set forth below. 
Written views and comments should be 
filed in quintuplicate. 

It is proposed to amend all the regu¬ 
lations relating to penicillin and penicil¬ 
lin-containing drugs (21 CFR Parts 146a, 
146b, 146c, 146d, 146e) to establish 100,- 
000 units of penicillin as the maximum 
single dose in those preparations in¬ 
tended for use in the treatment of mas¬ 
titis in milk-producing animals and 
administered by the intramammary 
route. 

The proposed amendments are based 
on the following facts that have come 
to the attention of the Food and Drug 
Administration : 

1. Substantial quantities of penicillin 
are used in the treatment of mastitis in 
milk-producing animals by the intra¬ 
mammary route of administration. If 
the milk from animals so treated is con¬ 
sumed too soon after the last treatment, 
it will contain penicillin residues. Not¬ 


DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 

Alamosa Auction et al. 
proposed posting of stockyards 

The Director of the Livestock Division, 
Agricultural Marketing Service, United 
States Department of Agriculture, has 
information that the livestock markets 
named below are stockyards as defined 
in section 302 of the Packers and Stock- 
yards Act, 1921, as amended (7 U. S. C. 
202), and should be made subject to the 
provisions of the act. 

Alamosa Auction, Alamosa, Colo. 

Cortez Sale Barn, Cortez. Colo. 

Craig Livestock Auction, Craig, Colo. 

Delta Sales Yard. Delta, Colo. 

Alsbury's Sales Pavilion, Glenwood Springs, 
Colo. 

Grand Junction Livestock Auction, Grand 
Junction, Colo. 

Valley Livestock Auction Co., Grand Junc¬ 
tion, Colo. 

H. & G. Livestock Commission Co., Mont¬ 
rose, Colo. 

McCanless-Hess Livestock Commission Co., 
Pueblo, Colo. 

Rifle Sales Yard, Rifle, Colo. 

Sal Ida Livestock Commission Co., Inc., 
Salida, Colo. 

Trinidad Livestock Commission Co.. Trini¬ 
dad. Colo. 

Yampa Valley Livestock Sales, Steamboat 
Springs, Colo. 

Notice is hereby given, therefore, that 
the said Director, pursuant to authority 
delegated under the Packers and Stock- 
yards Act, 1921, as amended (7 U. S. C. 
181 et seq.), proposes to issue a rule 
designating the stockyards named above 
as posted stockyards subject to the pro¬ 
visions of the act, as provided in section 
302 thereof. 


PROPOSED RULE MAKING 

withstanding the fact that since 1951 
§ 3.25 of Title 21 of the Code of Federal 
Regulations has required the labeling of 
such drugs to bear the statement, “Im¬ 
portant: Milk from treated segments of 
udders should be discarded or used for 
purposes other than human consumption 
for at least 72 hours after the last treat¬ 
ment/* significant quantities of penicillin 
are present in the Nation’s milk supply. 
This has been confirmed by three na¬ 
tionwide surveys conducted by the Food 
and Drug Administration in which 
samples of market milk were collected 
and tested for penicillin. 

2. In collaboration with representa¬ 
tives of the Food and Drug Administra¬ 
tion, these results were reviewed by more 
than 30 of the country’s medical author¬ 
ities in the fields of antibiotic therapy, 
allergy, and pediatrics. It was the con¬ 
sensus that these concentrations of 
penicillin in milk might possibly cause 
allergic reactions in those consumers 
that are extremely sensitive to the drug. • 

3. When penicillin preparations specifi¬ 
cally intended for use in the treatment 
of mastitis by intramammary infusion 
were first certified in 1947, it was shown 


that repeated doses of 25,000 units for 
each infected segment of the udder were 
effective in the treatment of those infec¬ 
tions caused by penicillin-sensitive mi¬ 
croorganisms. Since that time, this dose 
has been gradually increased by some 
manufacturers of these preparations to 
1,500,000 units. There is no evidence 
that these massive doses increase the 
clinical efficiency of the drug. Further¬ 
more, the time required for penicillin 
to be eliminated from the milk of ani¬ 
mals treated with these large doses is 
longer than with smaller doses. 

4. The proposed amendment may not 
eliminate penicillin from the milk sup¬ 
ply. If it does not, consideration will 
be given to prohibiting the use of peni¬ 
cillin in any amount in preparations in¬ 
tended for treatment of mastitis by the 
intramammary route. 

Dated: February 5, 1957. 

(seal] John L. Harvey, 

Deputy Commissioner 
of Food and Drugs. 

IF. R. Doc. 57-994; Filed, Feb. 8, 1957; 

8:45 a. m.) 


NOTICES 


Any person who wishes to submit writ¬ 
ten data, views, or arguments concern¬ 
ing the proposed rule may do so by filing 
them with the Director, Livestock Divi¬ 
sion, Agricultural Marketing Service, 
United States Department of Agricul¬ 
ture, Washington 25, D. C„ within 15 
days after publication hereof in the 
Federal Register. 

Done at Washington, D. C., this 6th 
day of February 1957. 

IsealI David M. Pettus, 

Acting Director , Livestock Divi¬ 
sion, Agricultural Marketing 
Service . 

[F. R. Doc. 57-1022; Filed, Feb. 8. 1957; 

8:51 a. m.j 


Commodity Stabilization Service 

Peanuts 

notice of redelegation of final author¬ 
ity BY THE AGRICULTURAL STABILIZATION 
AND CONSERVATION STATE COMMITTEES 
FOR ALABAMA, FLORIDA, GEORGIA AND 
MISSISSIPPI 

The Allotment and Marketing Quota 
Regulations for Peanuts of the 1957 and 
subsequent crops (21 F. R. 9370, 9760), 
issued pursuant to the allotment and 
marketing quota provisions of the Ag¬ 
ricultural Adjustment Act of 1938, as 
amended (7 U. S. C. 1281-1393), provide 
that any authority delegated to the 
State Agricultural Stabilization and 
Conservation Committee by the regula¬ 
tions may be redelegated by the State 
committee. In accordance with section 
3 (a) (1) of the Administrative Proce¬ 
dure Act (5 U. S. C. 1002 (ft)), which re¬ 


quires delegations of final authority to 
be published in the Federal Register, 
there are set out herein redelegations of 
authority vested in the Agricultural 
Stabilization and Conservation State 
Committees by the regulations referred 
to above which have been made for the 
1957 crop of peanuts by such committees 
in the States listed. The following sets 
forth the sections of the regulations con¬ 
taining the authority being redelegated 
and the persons to whom the authority 
has been redelegated. 

ALABAMA 

Section 729.828—To B. L. Collins, State 
Administrative Officer. 

FLORIDA 

Sections 729.811 (p) (5), 729.818. 729.820 
(a), 729.822 (a) and 729.855—To the State 
Administrative Officer or the person acting In 
such capacity. 

Sections 729.817 (b) (5) and 729 . 828 — To 
the State Administrative Officer or the per¬ 
son acting In such capacity and to District 
Farmer Fleldmen. 

GEORGIA 

Sections 729.811 (p) (5), 729.811 (ff) (5). 
729.820 (a), 729.822 (a) and 729.849 (b)— To 
the State Administrative Officer or the person 
acting In such capacity and to the Program 
Specialist in charge of peanut allotment and 
marketing quota work. 

Sections 729.818 and 729.828—To the State 
Administrative Officer or the person acting 
in such capacity, Program Specialists en¬ 
gaged In peanut allotment and marketing 
quota work. District Farmer Fieldmen and 
District Farmer Fieldmen Trainees. 

Section 729.849 (c)—To the State Admin¬ 
istrative Officer or the person acting in such 
capacity. 

MISSISSIPPI 

Sections 729.817, 729.818. 729.819, 729 . 820 . 
729.824, 729.827, 729.853, 729.855 and 729.857— 
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To the State Administrative Officer or the 
person acting in such capacity. 

Sections 729.822 and 729.828—To the State 
Administrative Officer or the person acting 
in such capacity, the Program Specialist in 
charge of peanut allotment and marketing 
quota work and District Farmer Fieldmen. 

(Sec. 375, 52 Stat. 66. as amended; 7 U. S. C. 
1375. Interpret or apply secs. 301, 358. 359, 
361-368. 372. 373. 374, 376. 388, 52 Stat. 38. 
62. 63. 64. 65, 66. 68. as amended; 55 Stat. 88. 
90 as amended; 66 Stat. 27; secs. 106, 112, 
377, 70 Stat. 191. 195, 206; 7 U. S. C. 1301, 
1358. 1359. 1361-1368, 1372, 1373, 1374. 1376, 
1377. 1388) 

Issued at Washington, D. C. this 5th 
day of February 1957. 

\ seal] Clarence L. Miller , 

Acting Administrator. 
Commodity Stabilization Service. 

[F. R. Doc. 57-1025; Filed, Feb. 8. 1957; 
8:51 a. m.J 


Designation of Representatives of 
Secretary of Agriculture 

Pursuant to the authority vested in 
the Administrator of the Commodity 
Stabilization Service by the Secretary 
of Agriculture (19 F. R. 77), the Chair¬ 
man and the Administrative Officer of 
every Agricultural Stabilization and 
Conservation State Committee are each 
hereby designated a Representative of 
the Secretary of Agriculture with au¬ 
thority to execute in the name of the 
United States Department of Agricul¬ 
ture, contracts, agreements, or other 
documents relating to the procurement, 
handling, payment, and related services 
for section 32 programs as authorized 
by program directives issued to Com¬ 
modity Stabilization Service pursuant to 
the Memorandum of Understanding 
Between Agricultural Marketing Service 
and Commodity Stabilization Service. 
(See Commodity Stabilization Service 
Instruction 114-3.) Such authority shall 
be exercised with respect to commodities 
or functions which have been assigned 
to his respective Agricultural Stabiliza¬ 
tion and Conservation State Committee. 
The authority herein conferred may be 
exercised by any person who is serving in 
such position in an acting capacity. 

Effective date: January 2,1957. 

Issued this 5th day of February 1957. 

[seal] Walter C. Berger. 

Administrator, 

Commodity Stabilization Service. 

(F. R. Doc. 57-1052; Filed, Feb. 8, 1957; 

8:51 a. m.J 


Commodity Stabilization Service and 
Commodity Credit Corporation 

Appointment of Commodity Credit 
Corporation Contracting Officers 

Pursuant to the authority vested in the 
Executive Vice President, Commodity 
Credit Corporation, by the by-laws of the 
Commodity Credit Corporation, the 
Chairman and the Administrative 
Officer of every Agricultural Stabiliza¬ 


tion and Conservation State Committee 
are each hereby appointed a contracting 
officer of the Commodity Credit Corpo¬ 
ration with authority to execute in the 
name of the Corporation contracts, 
agreements, or other documents or any 
amendments or supplements thereto 
under authorized programs of Commod¬ 
ity Credit Corporation and with respect 
to commodities or functions which shall 
have been assigned to his respective 
Agricultural Stabilization and Conserva¬ 
tion State Committee. 

The authority herein delegated shall 
be exercised in conformity with the by¬ 
laws, regulations, and programs of Com¬ 
modity Credit Corporation and the pol¬ 
icies adopted by the Board of Directors 
of the Commodity Credit Corporation. 
The authority herein conferred may be 
exercised by any person who is serving in 
such position in an acting capacity. 

Effective date: January 2, 1957. 

Issued this 5th day of February 1957. 

[seal] Walter C. Berger. 

Executive Vice President, 
Commodity Credit Corporation. 

IF. R. Doc. 57-1024; Filed, Feb. 8. 1957; 

8:51 a. m.J 


Hawaiian Sugarcane 

NOTICE OF HEARING ON PRICES AND DESIGNA¬ 
TION OF PRESIDING OFFICERS 

Pursuant to the authority contained in 
subsection (c) (2) of section 301 of the 
Sugar Act of 1948, as amended (61 Stat. 
929; 7 U. S. C. Sup. 1131), and in accord¬ 
ance with the rules of practice and pro¬ 
cedure applicable to fair price proceed¬ 
ings (7 CFR 802.1 et seq), notice is hereby 
given that a public hearing will be held 
as follows: 

At Hilo, on the Island of Hawaii, in the 
Auditorium of the Hilo Electric Light 
Company, Limited, on Kilauea Avenue, 
on March 26, 1957, at 9:30 a. m. 

The purpose of the heaqng is to re¬ 
ceive evidence likely to be of assistance 
to the Secretary of Agriculture in de¬ 
termining, pursuant to the provisions of 
section 301 (c) (2) of said act, fair and 
reasonable prices for the 1957 crop of 
Hawaiian sugarcane to be paid, under 
either purchase or toll agreement, by 
producers who process sugarcane grown 
by other producers and who apply for 
payments under the said act. 

The hearing after being called to order 
at the time and place mentioned herein, 
may be continued from day to day within 
the discretion of the presiding officers, 
and may be adjourned to a later day or 
to a different place without notice other 
than the announcement thereof at the 
hearing by the presiding officers. 

In the interest of obtaining the best 
possible information, all interested per¬ 
sons are requested to appear at the hear¬ 
ing to express their yiews and present 
appropriate data in regard to the fore¬ 
going matter. 

Lawrence Myers, L. C. Holm, A. A. 
Greenwood, and Will N. King are hereby 
designated as presiding officers to con¬ 


duct either jointly or severally the fore¬ 
going hearing. 

Issued this 6th day of February 1957. 

[seal] Thos. H. Allen, 

Acting Director , 
Sugar Division. 

[F. R. Doc. 57-1026; Filed, Feb. 8, 1957; 
8:51 a. m.) 

A 


Office of the Secretary 

Kansas 

DISASTER ASSISTANCE; DELINEATION OF 
DROUGHT AREA 

Pursuant to Public Law 875, 81st Con¬ 
gress, the President determined on Au¬ 
gust 26, 1954, that a major disaster 
occasioned by drought existed in the 
State of Kansas. 

Pursuant to the authority delegated 
to me by the Administrator, Federal Civil 
Defense Administration (18 F. R. 4609; 
19 F. R. 2148, 5364), and for the purposes 
of section 2 (d) of Public Law 38, 81st 
Congress, as amended by Public Law 115, 
83d Congress, and section 301 of Public 
Law 480, 83d Congress, the following area 
was determined on January 31,1957, to be 
affected by the above-mentioned major 
disaster: 

Kansas 

Nine townships In Pottawatomie County: 
Green, Pottawatomie. Union, Center, St. 
Clare. Emmett. Louisville, and those parts of 
Blue and St. George Townships north of the 
new Highway 24. 

Done at Washington, D. C., this 6th 
day of February 1957. 

[seal] True D. Morse, 

Acting Secretary. 

[F. R. Doc. 57-1027; FUed, Feb. 8, 1957; 

8:51 a. m.J 

DEPARTMENT OF THE INTERIOR 

Bureau of Land Management 

[61418] 

Florida 

NOTICE OF FILING OF PLAT OF SURVEY 

February 5,1957. 

1. Notice is given that the plat original 
survey of the following described lands 
accepted August 18. 1954 will be officially 
filed in this office, effective at 10:00 a. m., 
on the 35th day after the date of this 
notice: 

Tallahassee Meridian, Florida 
T. 42 S..R. 21 E., 

Sec. 23, Lot 4, containing 2.05 acres; 

Sec. 25. Lot 1. containing 2.34 acres; 

Sec. 34, Lot 1, containing 6.83 acres; Lot 2, 
containing 1.17 acres; 

Sec. 35. Lot 1, containing 0.31 acres; Lot 2, 
containing 7.54 acres. 

2. This plat represents the survey of 
islands in the waters of Charlotte Harbor 
which were not included in the original 
survey of the township. 

3. By Executive Order No. 958 of 
October 23, 1908, all unsurveyed islands 
in above-mentioned township were with- 
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NOTICES 


drawn for the Island Bay Reservation, 
name changed to Island Bay National 
Wildlife Refuge by Proclamation No. 2416 
of July 27, 1940. 

4. Anyone having a valid settlement or 
right to any of the lands initiated prior 
to the date of withdrawal of the land 
should assert the same within three 
months from the date on which the plat 
is officially filed by filing an application 
under appropriate public land law setting 
forth all facts relevant thereto. 

5. All inquiries relating to the land 
should be addressed to the Acting Man¬ 
ager, Eastern States Land Office, Bureau 
of Land Management, Department of the 
Interior, Washington 25, D. C. 

H. K. Scholl, 
Acting Manager . 

[F. R. Doc. 57-997; Filed, Feb. 8, 1957; 

8:46 a. m.J 


Office of the Secretary 

Reid Brazell 

REPORT OF APPOINTMENT AND STATEMENT OF 
FINANCIAL INTERESTS 

February 5, 1957. 

Pursuant to section 302 (a) of Execu¬ 
tive Order 10647, the following informa¬ 
tion on a WOC appointee in the 
Department of the Interior is furnished 
for publication in the Federal Register : 

Name of appointee: Reid Brazell. 

Name of employing agency: Depart¬ 
ment of the Interior, Office of Oil and 
Gas. 

Title of the appointee’s position: Con¬ 
sultant. 

Name of the appointee’s private 
employer: None. 

Date of appointment: January 7,1957. 

The statement of ‘'financial interests” 
for the above appointee is set forth 
below. 

Thomas H. Tellier, 
Personnel Officer. 

Statement of Financial Interest 

In accordance with the requirements 
of section 302 (b) of Executive Order 
10647, I am filing the following state¬ 
ment for publication in the Federal 
Register: 

(1) Names of any corporations of 
which I am, or had been within 60 days 
preceding my appointment, on January 
7, 1957, as Consultant, Office of Oil and 
Gas, United States Department of the 
Interior, an officer or director. 

Leonard Refineries, Inc. 

Leonard Oil, Inc. 

Meridian Drilling Co. 

WFYC, Inc. 

First State Bank of Alma, Mich. 

West Park Development, Inc. 

(2) Names of any corporations in 
which I own, or did own within 60 days 
preceding my appointment, any stocks, 
bonds, or other financial interests. 

Leonard Refineries, Inc. 

Leonard Oil. Inc. 

Meridian Drilling Co. 

WFYC. Inc. 

First State Bank of Alma. Mich. 

West Park Development. Inc. 

Hiawatha Oil and Gas Co. 


(3) Names of any partnerships in 
which I am associated, or had been as¬ 
sociated within 60 days preceding my 
appointment. 

None. 


(4) Names of any other businesses 
which I own, or owned within 60 days 
preceding my appointment. 

None. 

Reid Brazell. 

January 24.1957. 


[F. R. Doc. 57-998; Filed. Feb. 8, 1957; 
8:46 a. m.j 


DEPARTMENT OF COMMERCE 

Federal Maritime Board 

[Docket No. M-77J 

Prudential Steamship Corp. et al. 

NOTICE OF HEARING ON APPLICATIONS TO 

BAREBOAT CHARTER DRY-CARGO VESSELS 

Notice is hereby given that a public 
hearing will be held pursuant to section 
5 (e) of the Merchant Ship Sales Act, 
1946, as amended (Pub. Law 591, 81st 
Cong., 50 U. S. C. App. 1738), on Feb¬ 
ruary 25, 1957, at 9:30 a. m., in the 
offices of the Federal Maritime Board in 
the New General Accounting Office 
Building, Fifth and G Streets NW., 
Washington, D. C., upon the applications 
of: 

(1) Prudential Steamship Corporation 
to bareboat charter ten (10) Liberty- 
type vessels to be used in trade between 
the United States and Japan and other 
foreign countries, principally as bulk 
carriers of iron and steel scrap; 

(2) Polarus Steamship Co.. Inc., to 
bareboat charter ten (10) Liberty-type 
vessels to be used in trade from the 
United States to Japan and other foreign 
destinations principally in the transpor¬ 
tation of scrap iron and pig iron and 
related steel products; 

(3) West Coast Steamship Company 
to bareboat charter five (5) Liberty- 
type vessels for the carriage of govern¬ 
ment-sponsored bulk cargoes of grain 
and/or coal from U. S. ports to Japan, 
Korea, and Formosa, together with such 
other cargoes and between such other- 
ports as may be approved by the Mari¬ 
time Administrator; and 

(4) Paroh Steamship Company to 
bareboat charter two (2) Liberty-type 
vessels for the carriage of government- 
sponsored bulk cargoes from U. S. Atlan¬ 
tic and Gulf ports to Continental, 
Mediterranean, and Far Eastern ports, 
and from U. S. Pacific ports to Korea, 
Japan, India, and Pakistan, and when¬ 
ever government-sponsored foreign aid 
cargoes are destined. 

The purpose of the hearing is to re¬ 
ceive evidence with respect to whether 
the services for which such vessels are 
proposed to be chartered are required 
in the public interest and are not ade¬ 
quately served, and with respect to the 
availability of privately owned Ameri- 
can-flag vessels for charter on reason¬ 
able conditions and at reasonable rates 
for use in such services. Evidence will 
be received with respect to any restric¬ 
tions or conditions that may be neces¬ 
sary or appropriate to protect the public 


interest in respect of such charters as 
may be granted and to protect privately 
owned vessels against competition from 
vessels chartered as a result of this 
proceeding. 

All persons having an interest in the 
applications will be given an oppor¬ 
tunity to be heard if present, and ap¬ 
plications from qualified applicants to 
bareboat charter additional vessels for 
offshore employment which are received 
by the close of business on February 21, 
1957, will be considered in the proceed¬ 
ings. 

An Examiner from the Hearing Ex¬ 
aminer’s Office will preside at the hear¬ 
ing, and oral argument may be had at 
the conclusion of the receipt of evidence 
in lieu of briefs. An initial decision 
will be issued. The time for filing ex¬ 
ceptions thereto is hereby restricted to 
seven (7) days, and no replies to excep¬ 
tions will be received. 

By order of the Federal Maritime 
Board. 

Dated: February 7, 1957. 

James L. Pimper, 
Secretary. 

IF. R. Doc. 57-1029; Filed, Feb. 8, 1957; 

8:52 a. m.J 


DEPARTMENT OF LABOR 

Wage and Hour Division 

Learner Employment Certificates 

ISSUANCE TO VARIOUS INDUSTRIES 

Notice is hereby given that pursuant 
to section 14 of the Fair Labor Standards 
Act of 1938 (52 Stat. 1060, as amended; 
29 U. S. C. 201 et seq.), and Part 522 of 
the regulations issued thereunder (29 
CFR Part 522), special certificates au¬ 
thorizing the employment of learners at 
hourly wage rates lower than the mini¬ 
mum wage rates applicable under sec¬ 
tion 6 of the act have been issued to the 
firms listed below. The employment of 
learners under these certificates is limited 
to the terms and conditions therein con¬ 
tained and is subject to the provisions 
of Part 522. The effective and expira¬ 
tion dates, occupations, wage rates, num¬ 
ber or proportion of learners and learn¬ 
ing periods for certificates issued under 
general learner regulations (§§ 522.1 to 
522.12) are as indicated below ; conditions 
provided in certificates issued under spe¬ 
cial industry regulations are as estab¬ 
lished in these regulations. 

Apparel Industry Learner Regulations 
(29 CFR 522.20 to 522.24, as amended 
March 1, 1956, 21 F. R. 1349). 

The following learner certificates were 
issued for normal labor turnover purposes 
and, except as otherwise indicated below, 
10 percent of the total number of factory 
production workers were authorized for 
employment. 

American Apparel Co., Inc., Roodhouse, 
Ill.; effective 1-16-57 to 1-15-58; five learners 
(Women’s, misses’ and Juniors’ dresses). 

American Apparel Co., Inc., White Hall, 
HI.; effective 1-16-57 to 1-15-58 (Women’s, 
misses’, and Juniors’ dresses). 

Blue Bell, Inc., 626 South Elm Street. 
West Lee and Fuller Streets, Greensboro, 
N. C.; effective 1-21-57 to 1-20-58 (misses’ 
and girls’ shorts). 
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Calloway Manufacturing Co.. Second and 
Poplar Streets. Murray, Ky.: effective 1-21-57 
to 1-20-58 (men’s work trousers). 

Cambria Dress Manufacturing Co., Inc., 
Corner of Walter and Johnson Streets; effec¬ 
tive 1-14-57 to 1-13-58; 10 learners 

(dresses). 

Campus Shirt Co.. 130 East South Street, 
Barnesville. Ohio; effective 1-23-57 to 
1-22-58 (men’s and boys’ sport shirts). 

Carole Industries. Inc., Rutherford ton, 
N. C.; effective 1-28-57 to 1-27-58 (ladies’ 
and misses’ woven pajamas). 

Centre Manufacturing Co., Inc.. Centre, 
Ala.; effective 1-10-57 to 1-15-58 (men’s 
and boys’ apparel). 

Chickadee Dress Co.. Inc., 835 East Fourth 
Street. Bethlehem. Pa.; effective 1-18-57 to 
1-17-58; 10 learners (ladies’ dresses). 

City Shirt Co., 19-21 West Vine Street. 
Mahanoy City, Pa.; effective 2—1—57 to 1-31—58 
(sport and uniform shirts). 

Elsing Manufacturing Co., South on High¬ 
way 69. Me Ales ter, Okla.; effective 1-17-57 
to 1-16-58; five learners. Learners may not 
be employed at special minimum wages in 
the production of separate skirts (women’s 
blouses, dresses). 

Hanover Shirt Co., Inc., Ashland. Va.; ef¬ 
fective 1-27-57 to 1-26-58 (men’s cotton 
flannel sport shirts). 

Hebron Pants Factory, Hebron, Md.; ef¬ 
fective 2-4-57 to 2-3-58 (cotton work pants). 

Huggins Garment Co., Inc., Donalds, S. C.; 
effective 1-9-57 to 1-28-58 (men’s sport and 
utility shirts). 

Morgan Shirt Co., Inc., Morgantown. W. 
Va.; effective 1-17-57 to 1-16-58 (ladles’ man- 
tailored blouses). 

Philip Rothenberg & Co., Inc., Shellen- 
berger Plant, McAlistervllle. Pa.; effective 
1-18-57 to 1-17-58 (dress and sport shirts). 

Tennessee Overall Co., 401 North Atlantic 
Street. Tullahoma. Tenn.; effective 1-23-57 
to 1-22-58; 10 learners (men’s cotton work 
pants). 

True Loom Manufacturing Co., Inc.. La¬ 
fayette, Tenn.; effective 2-15-57 to 2-14-r58 
(men's sport shirts). 

Willards Shirt Co.. Willards. Md.; effective 
1-29-57 to 1-28-58 (cotton work, shirts). 

The following learner certificates were 
issued for plant expansion purposes. The 
number of learners authorized is in¬ 
dicated: 

Centre Manufacturing Co.. Inc., Centre. 
Ala.; effective 1-16-57 to 7-15-57; 75 learners 
(men’s and boys’ apparel). 

Harriet Shirt Co., Inc., Exmore, Va.; effec¬ 
tive 1-17-57 to 7-16-57; 15 learners (boys' 
shirts and pajamas). 

International Latex Corp., Manchester. Ga.; 
effective 1-18-57 to 4-14-57; 130 learners 
(infants’ wear and brassieres). 

Glove Industry Learner Regulations 
(29 CFR 522.60 to 522.65, as amended 
March 1,1956, 21 F. R. 581). 

Knoxville Glove Co.. 819 McGhee Street., 
Knoxville, Tenn.; effective 1-15-57 to 
1-14-58; 10 percent of the total number of 
machine stitchers, for normal labor turn¬ 
over purposes (cotton, Jersey and leather- 
palm work gloves). 

Hosiery Industry Learner Regulations 
(29 CFR 522.40 to 522.43, as amended 
March 1, 1956, 21 F. R. 629). 

Acme Hosiery Dye Works, Inc., Pulaski, 
Va.; effective 1-25-57 to 1-24-58; 5 percent 
of total number of factory production 
workers for normal labor turnover purposes 
(full fashioned). 

Durham Hosiery Mills. Plant No. 14, 109 
South Corcoran Street. Durham. N. C.; ef¬ 
fective 1-25-57 to 1-24-58; 5 percent of the 
total number of factory production workers 
for normal labor turnover purposes (full 
fashioned). 
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Koury Hosiery Mills, Inc., 1247 South 
•Park Avenue, Burlington, N. C.; effective 
1-18-57 to 1-17-58; five learners for normal 
labor turnover purposes (seamless). 

Parkdale Hosiery Mill, Catawba. N. C.; ef¬ 
fective 1-18-57 to 1-17-58; flve learners for 
normal labor turnover purposes (seamless). 

Virginia Maid Hosiery Mills, Inc., Pulaski, 
Va.; effective 1-25-57 to 1-24-58; 5 percent 
of total number of factory production 
workers for normal labor turnover purposes 
(full fashioned). 

Knitted W ear I ndustry Learner Regu¬ 
lations (29 CFR 522.30 to 522.35, as 
amended March 1, 1956, 21 F. R. 581). 

Reverie Lingerie. Inc., Hillsboro, N. C.; 
effective 2-1-57 to 1-31-58; flve learners for 
normal labor turnover purposes (ladies’ and 
children’s nylon and rayon underwear). 

Shadowline. Inc.; Morganton, N. C.; ef¬ 
fective 1-15-57 to 1-14-58; five percent of 
total number of factory production workers 
for normal labor turnover purposes (panties, 
pettlsklrts, gowns, etc). 

Shoe Industry Learner Regulations (29 
CFR 522.50 to 522.55, as amended March 
1, 1956, 21 F. R. 1195). 

B. E. Cole Co.. Beal & Lynn St., Norway, 
Maine; effective 1-18-57 to 1-17-58; 10 per¬ 
cent of total number of factory production 
workers for normal labor turnover purposes 
(women’s novelty shoes). 

Columbia Novelty Slipper Co., Hazleton, 
Pa.; effective 1-17-57 to 1-16-58; 10 percent 
of total number of factory production work¬ 
ers for normal labor turnover purposes. 

Franclne Shoe Co., Beal Street, Norway, 
Maine; effective 1-18-57 to 1-17-58; 10 per¬ 
cent of total number of factory production 
workers for normal labor turnover. 

Regulations Applicable to the Em¬ 
ployment of Learners (29 CFR 522.1 to 
522.12, as amended February 28, 1955, 
20 F. R. 645). 

Palm Beach Co.. Blackvllle, S. C.. effective 
1-21-57 to 1-20-58; 10 percent of the total 
number of factory production workers for 
normal labor turnover purposes (men’s sum¬ 
mer clothing and slacks). 

Regulations Applicable to the Employ¬ 
ment of Student-Workers (29 CFR 527.1 
to 527.9, October 14, 1955, 20 F. R. 7737). 

Newbury Park Academy, Newbury Park, 
Calif.; effective 1-14-57 to 8-31-57; 10 

student workers to be employed in the broom 
industry, in the occupations of broom maker, 
sorter, winder, stitcher, and related skilled 
and semiskilled occupations; each for a 
learning period of 360 hours at rates of 80 
cents an hour for the first 180 hours and 85 
cents an hour for the remaining 180 hours. 

Each learner certificate has been is¬ 
sued upon the employer’s representation 
that employment of learners at submini¬ 
mum rates is necessary in order to pre¬ 
vent curtailment of opportunities for 
employment, and that experienced 
workers for the learner occupations are 
not available. The certificates may be 
annulled or withdrawn in the manner 
provided in Part 528 and as indicated in 
the certificates. Any person aggrieved by 
the issuance of any of these certificates 
may seek a review or reconsideration 
thereof within fifteen days after publica¬ 
tion of this notice in the Federal Reg¬ 
ister pursuant to the provisions of Part 
522. 

Each student-worker certificate has 
been issued upon the employer’s repre¬ 
sentation that the employment of the 
student-workers at subminimum rates is 


necessary to prevent curtailment of op¬ 
portunities for employment. 

Signed at Washington, D. C., this 25th 
day of January 1957. 

Milton Brooke. 

Authorized Representative 

of the Administrator. 

(F. R. Doc. 57-999; Filed, Feb. 8. 1957; 
8:47 a. m.J 


FEDERAL POWER COMMISSION 

(Docket No. G-10326. etc.] 
Sunray-Midcontinent Oil Co. et al. 

NOTICE OF APPLICATIONS AND DATE OF 
HEARING 

February 4,1957. 

In the matters of Sunray-Midcontinent 
Oil Company, Docket Nos. G-10326. 
G-10370, G-10532; Phillips Petroleum 
Company, Docket No. G-10329; South¬ 
land Royalty Company, Docket No. 
G-10330: Austral Oil Exploration Com¬ 
pany, Inc., Operator, Docket No.G-10338; 
Ralph Sutton, et al., Docket No. G-10340; 
Colorado Oil and Gas Corporation, 
Docket Nos. G-10348; G-10545; Texas 
Gulf Producing Company, Docket No. 
G-10355; W. E. Bakke, Docket No. 
G-10356; United States Smelting Refin¬ 
ing and Mining Company, Docket No. 
G-10362; P. R. Rutherford, Operator, 
et al.. Docket No. G-10363; Panola Trad¬ 
ing Company, Inc., Docket No. G-10365; 
J. C. Trahan, Drilling Contractor, Inc., 
Docket No. G-10372; Harold E. Mott, 
Agent, et al., Docket No. G-10374; An- 
derson-Prichard Oil Corporation, Docket 
Nos. G-10384, G-10519, G-10624; C. H. 
Lyons, Jr., et al.. Docket No. G-10385; 
Walker Gas Company, Docket No. 
G-10387; Champlin Refining Company, 
Docket No. G-10389; Smith and Turner, 
A Partnership, Docket No. G-10391; Buf¬ 
falo Oil Company, Docket No. G-10397; 
Jake L. Hamon, Docket No. G-10401; 
Shawver-Armour, Inc., Operator, et al.. 
Docket No. G-10404: Alton Coats and 
Olin Gas Transmission Corporation, 
Docket No. G-10408; Moran and Com¬ 
pany, Docket No. G—10410; James Donog- 
hue, Operator, et al.. Docket No. G-10411; 
Gulf Natural Gas Corporation, Operator, 
Docket No. G-10415; United Carbon 
Company, Inc. (Maryland), Docket No. 
G-10416; Bel Oil Corporation, Docket 
No. G-10417; Greenbrier Oil Company, 
Operator, et al.. Docket No. G-10419; 
Amerada Petroleum Corporation, Docket 
Nos. G-10428. G-10432, G-10433, G- 
10505; West Virginia Production Com¬ 
pany, Docket Nos. G-10429. G-10430: 
H. F. Sears, Docket No. G-10431; Edgar 
W. White, Docket No. G-10444; Mid¬ 
states Oil Corporation, Docket Nos. 
G-10445, G-10468; Schermerhorn Oil 
Corporation, Kenwood Oil Company and 
J. Hiram Moore, Docket No. G-10448; 
Sinclair Oil and Gas Company, et al. # 
Docket No. G-10456; Howard Drew, 
Docket No. G-10457; Schermerhorn Oil 
Corporation and Kenwood Oil Company, 
Docket No. G-10459; The Chicago Cor¬ 
poration, Operator, et al.. Docket No. 
G-10461; Paul F. Barnhart, Docket No. 
G-10462; Paul F. Barnhart, et al.. Docket 
No. G-10463; Petroleum, Inc., Operator, 
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Docket No. G-10474; Delhi-Taylor Oil 
Corporation. Docket No. G-10475: Shell 
Oil Company, Docket Nos. G-10477, 
G-10479; United Producing Company, 
Inc., Docket Nos. G-10478, G-10523; Sun 
Oil Company (Gulf Coast Division), 
Docket No. G-10480; Honolulu Oil Cor¬ 
poration, Docket No. G-10484; Trans- 
Tex Drilling Company, Docket No. 
G-10485; Weldon H. Littell, Docket No. 
G-10487; Bachus Oil Company, et aL, 
Docket No. G-10488; C. B. Webster, 
Docket No. G-10489; Makin Drilling 
Company, Docket Nos. G-10491,G-10644; 
Appalachian Sulphides, Inc., Docket No. 
G-10495; Sinclair Oil and Gas Company, 
Docket Nos. G-10502. G-10567; The At¬ 
lantic Refining Company, Docket No. 
G-10503; Phillips Petroleum Company, 
Operator, Docket No. G-10504; A. J. 
Kirkpatrick Gas Company, George W. 
Miller, et al., Docket No. G-10508; Mon¬ 
santo Chemical Company, Docket No. 
G-10509; Harper Oil Company, Operator, 
Docket No. G-10514; Apache Oil Cor¬ 
poration, Docket No. G-10516; R. Olsen, 
Docket No. G-10518; General Petroleum 
Corporation, Docket No. G-10525; The 
Superior Oil Company, Docket No. 
G-10526; J. Paul Ratliff, Jr., Operator, 
Docket No. G-10534; Standard Oil Com¬ 
pany of Texas, Docket No. G-10536; J. R. 
Meeker, Docket No. G-10541; Tidewater 
Oil Company, Docket No. G-10542; Kil- 
roy Company of Texas, Inc., Operator, 
et al.. Docket No. G-10543; The Texas 
Company. Docket No. G-10547; Trigood 
Oil Company, Docket No. G-10560; 
Northeast Blanco Development Corpora¬ 
tion and K. E. McAfee, Docket No. 
G-10682; Excelsior Oil Corporation, 
Docket Nos. G-10932. G-10933; C. A. 
Brian. Operator, Docket No. G-10990; 
Continental Oil Company, Docket No. 
G-11518. 

Each of the above applicants has filed 
an application for a certificate of public 
convenience and necessity pursuant to 
section 7 of the Natural Gas Act, author¬ 
izing applicants to render services as 
hereinafter described, subject to the 
jurisdiction of the Commission, all as 
more fully represented in their respec¬ 
tive applications which are on file with 
the Commission and open for public 
inspection. 

Applicants produce and sell or propose 
to sell natural gas for transportation in 
interstate commerce for resale as indi¬ 
cated below: 

Docket No. G-; Location of Field; and Buyer 

10326; Carthage Field, Panola County, 
Texas: Arkansas Louisiana Gas Company. 

10329; Leases comprising approximately 
5.884.39 acres In the Stiles Field, Reagan 
County, Texas; Permian Basin Pipe Line 
Company. 

10330; Stiles Field, Reagan County, Texas; 
Phillips Petroleum Company. 

10338: Maxie Field. Acadia Parish. Louisi¬ 
ana; Transcontinental Gas Pipe Line Corpo¬ 
ration. 

10340;. Acreage in Union District, Ritchie 
County, West Virginia; Carnegie Natural Gas 
Company. 

10348; Keyes Field. Cimarron County, 
Oklahoma; Colorado Interstate Gas Company. 

10355; Clear Creek Field, Beauregard and 
Allen Parishes, Louisiana; Trunkline Gas 
Company. 

10356; Benedum-Spraberry Field, Upton 
County, Texas; El Paso Natural Gas Company. 


10362; Ignacio Field, La Plata County, 
Colorado; El Paso Natural Gas Company. 

10363; Headlee Field, Ector and Midland 
Counties, Texas; El Paso Natural Gas 
Company. 

10365; Waskom Field, Harrison County, 
Texas; Arkansas Louisiana Gas Company. 

10370; Greenwood (Sparks) Field, Stanton 
County. Kansas; Colorado Interstate Gas 
Company. 

10372; South Hallsville Field, Harrison 
County, Texas; Texas Eastern Transmission 
Corporation. 

10374; Vannoy Field. Gilmer County. West 
Virginia; Equitable Gas Company. 

10384; ICO acres, Windham "B” Lease, Up¬ 
ton County. Texas; El Paso Natural Gas 
Company. 

10385; South Hallsville Field, Harrison 
County, Texas; Arkansas Louisiana Gas 
Company. 

10387; Acreage In Oceana District. Wyo¬ 
ming County, West Virginia; Hope Natural 
Gas Company. 

10389; Medicine Lodge Field, Barber 
County, Kansas; Cities Service Gas Company. 

10391; Carthage Field, Panola County, 
Texas; United Gas Pipe Line Company. 

10397; Eumont Field. Lea County, New 
Mexico; El Paso Natural Gas Company. 

10401; Flores Field Area, Starr County, 
Texas; Tennessee Gas Transmission Com¬ 
pany. 

10404; Brumley Field, Sedgwick County, 
Kansas; Cities Service Gas Company. 

10408; Bethany Field. Panola County. 
Texas; Tennessee Gas Transmission Com¬ 
pany. 

10410; Indian Fork Court House District. 
Lewis County, West Virginia; Equitable 
Gas Company. 

10411; Certain leases In Meade County, 
Kansas; Panhandle Eastern Pipe Line Com¬ 
pany. 

10415; Pine Island Field. Caddo Parish. 
Louisiana; Arkansas Louisiana Gas Company. 

10416; Northwest Eva Field, Texas County, 
Oklahoma; Colorado Interstate Gas Com¬ 
pany. 

10417; Clear Creek Field, Beauregard and 
Allen Parishes, Louisiana; Trunkline Gas 
Company. 

10419; Drinkard Field, Lea County, New 
Mexico; El Paso Natural Gas Company. 

10428; Hugoton Field, Kearny County, 
Kansas; Colorado Interstate Gas Company. 

10429; Acreage in Sheridan District, Cal¬ 
houn County, West Virginia; Hope Natural 
Gas Company. 

10430; Acreage in Sherman District. Cal¬ 
houn County, West Virginia; Hope Natural 
Gas Company. 

10431; West Panhandle Field. Hutchinson 
County, Texas; Colorado Interstate Gas 
Company. 

10432; 5,120 acres in Jicarllla Apache Area, 
Rio Arriba County, New Mexico; El Paso 
Natural Gas Company. 

10433; 14,400 acres in Jicarllla Apache 
Area, Rio Arriba County, New Mexico; El 
Paso Natural Gas Company. 

10444; Greenwood Field. Morton County, 
Kansas; Colorado Interstate Gas Company. 

10445; Elysian Field Area, Harrison and 
Panola Counties, Texas; United Gas Pipe 
Line Company. 

10448; Eumont Field, Lea County, New 
Mexico; El Paso Natural Gas Company. 

10456; East Call Field. Newton County, 
Texas; Texas Eastern Transmission Corpo¬ 
ration. • ‘ 

10457; Greenwood Field, Morton County, 
Kansas; Colorado Interstate Gas Company. 

10459; Eumont Field, Lea County, New 
Mexico; El Paso Natural Gas Company. 

10461; Carthage Field, Panola County, 
Texas; Tennessee Gas Transmission Com¬ 
pany. 

10462, 10463; Spraberry Trend Area. Up¬ 
ton and Reagan Counties, Texas; El Paso 
Natural Gas Company. 


10468; Bethany-Longstreet Area, Caddo 
and De Soto Parishes. Louisiana; Texas East¬ 
ern Transmission Corporation. 

10474; Hugoton Gas Field. Finney County, 
Kansas; Northern Natural Gas Company. 

10475: San Ramon Field, Hidalgo County, 
Texas; Tennessee Gas Transmission Com¬ 
pany. 

10477; North Government Wells Field. Du¬ 
val County, Texas; Tennessee Gas Transmis¬ 
sion Company. 

10478; Bernstein-Hitchland Field, Hans¬ 
ford County, Texas; Panhandle Eastern Pipe 
Line Company. 

10479; La Copita Field, Starr County. 
Texas; Tennessee Gas Transmission Com¬ 
pany. 

10480; South Crowley Field. Acadia Par¬ 
ish, Louisiana; Tennessee Gas Transmission 
Company. 

10484; Texas Hugoton Field. Hansford and 
Ochiltree Counties. Texas; Northern Natural 
Gas Company. 

10485; Darley Field, Bienville and Clai¬ 
borne Parishes, Louisiana; Arkansas Louis¬ 
iana Gas Company. 

10487; Greenwood Field. Morton County, 
Kansas; Colorado Interstate Gas Company. 

10488; Driftwood Pool, Barber County, 
Kansas; Cities Service Gas Company. 

10489; Clear Creek Field. Beauregard Par¬ 
ish, Louisiana; Trunkline Gas Company. 

10491; Eumont Field, Lea County, New 
Mexico; El Paso Natural Gas Company. 

10495; Piceance Creek Unit Area, Rio 
Blanco County, Colorado; Pacific Northwest 
Pipeline Corporation. 

10502; Divide Field, Logan County, Col¬ 
orado; Kansas-Nebraska Natural Gas Com¬ 
pany. Inc. 

10503; Eumont Field, Lea County, New 
Mexico; Warren Petroleum Corporation. 

10504; Lewisburg Field, Acadia and St. 
Landry Parishes, Louisiana; American Louis¬ 
iana Pipe Line Company. 

10505; Carthage Field, Gregg and Rusk 
Counties, Texas; Texas Eastern Transmission 
Corporation. 

10508; Stewarts Creek, Gilmore County, 
West Virginia; Equitable Gas Company. 

10509; North Ruston Field, Lincoln Parish. 
Louisiana: Arkansas Louisiana Gas Company. 

10514; Drinkard Field. Lea County. New 
Mexico; El Paso Natural Gas Company. 

10516; Acreage in Kay County. Oklahoma; 
Consolidated Gas Utilities Corporation. 

10518; Crosby-Devonian Pool. Lea County. 
New Mexico; El Paso Natural Gas Company. 

10519; Langlie-Mattix Field. Lea County. 
New Mexico; El Paso Natural Gas Company. 

10523; Greenwood (Sparks) Field. Stanton 
County. Kansas; Colorado Interstate Gas 
Company. 

10525; Hogsback Unit Area, Sublette and 
Lincoln Counties. Wyoming; Pacific North¬ 
west Pipeline Corporation. 

10526; Herrera Field, Nueces County. 
Texas; Tennessee Gas Transmission Com¬ 
pany. 

10532; Leslie Field, Meade County. Kansas; 
West Beaver Panhandle Field, Beaver County. 
Oklahoma; Panhandle Eastern Pipe Line 
Company. 

10534; Blocker Field, Harrison County, 
Texas; Arkansas Louisiana Gas Company. 

10536: Fusselman Field, Pecos County, 
Texas; El Paso Natural Gas Company. 

10541; Clayton Field, Live Oak County. 
Texas; Texas Eastern Transmission Corpora¬ 
tion. 

10542; West George West Field, Live Oak 
County, Texas; Texas Eastern Transmission 
Corporation. 

10543; Aldlne Field, Harris County. Texas; 
Texas Eastern Transmission Corporation. 

10545; Greenwood Field, Morton County, 
Kansas; Colorado Interstate Gas Company. 

10547; Piedre Lumbre Field, Duval County. 
Texas; Tennessee Gas Transmission Com¬ 
pany. 
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10560; Divide Field. Logan County. Colo¬ 
rado; Kansas-Nebraska Natural Gas Com¬ 
pany, Inc. 

10567; North Johnson Hill Field. Logan 
County. Colorado; Kansas-Nebraska Natural 
Gas Company, Inc. 

10624; 320 acres, R. S. Windham "A” Lease, 
and 160 acres. Windham “B M Lease, Upton 
County, Texas; El Paso Natural Gas Com¬ 
pany. 

10644; Eumont Field, Lea County, New 
Mexico; El Paso Natural Gas Company. 

10682; Northeast Blanco Unit. San Juan 
and Rio Arriba Counties, New Mexico; El 
Paso Natural Gas Company. 

10932, 10933; Atwood East and Coyote 

Fields. Logan County. Colorado; Kansas- 
Nebraska Natural Gas Company. Inc. 

10990; Bethany Field. Panola and Harrison 
Counties, Texas; United Gas Pipe Line Com¬ 
pany. 

11518; Sllck-Wilcox Field. De Witt and 
Goliad Counties, Texas; United Gas Pipe Line 
Company. 

These matters should be disposed of as 
promptly as possible under the appli¬ 
cable rules and regulations and to that 

end: 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 7 
and 15 of the Natural Gas Act. and the 
Commission’s rules of practice and pro¬ 
cedure. a hearing will be held on March 
5. 1957, at 9:30 a. m., e. s. t., in a hear¬ 
ing room of the Federal Power Com¬ 
mission, 441 G Street. N. W., Washing¬ 
ton, D. C., concerning the matters in¬ 
volved in and the issues presented by 
such applications: Provided, however. 
That the Commission may, after a non- 
contested hearing, dispose of the pro¬ 
ceedings pursuant to the provisions of 
§ 1.30 (c) (1) or (2) of the Commission’s 
rules of practice and procedure. 

Protests or petitions to intervene may 
be filed with the Federal Power Com¬ 
mission, Washington 25. D. C., in ac¬ 
cordance with the rules of practice and 
procedure (18 CFR 1.8 or 1.10) on or 
before February 21, 1957. Failure of any 
party to appear at and participate in the 
hearing shall be construed as waiver of 
and concurrence in omission herein’ of 
the intermediate decision procedure in 
cases where a request therefor is made. 
Under the procedure herein provided 
for, unless otherwise advised it will be 
unnecessary for applicants to appear or 
be represented at the hearing. 

I seal1 J. H. Gutride, 

Secretary. 

(F. R. Doc. 57-1001; Filed. Feb. 8. 1957; 
8:47 a. m.) 


(Docket Nos. G-6511, G-77351 

Ravencliffs Development Co. and H. E. 
Schwartz, et al. 

notice of applications and date of 

HEARING 

February 5, 1957. 

Take notice that Ravencliffs Develop¬ 
ment Company and H. E. Schwartz, 
et al. 1 (Applicants) filed on November 


1 The application In Docket No. G-7735 
states that H. E. Schwartz. Operator, is filing 
for himself and D. E. Williams, Jim Tripple- 
born and A. D. McNamara. 


29. 1954, and December 2, 1954, respec¬ 
tively, applications for certificates of 
public convenience and necessity pur¬ 
suant to section 7 of the Natural Gas 
Act. authorizing Applicants to render 
service as hereinafter described, subject 
to the jurisdiction of the Commission, 
all as more fully represented in the 
applications which are on file with the 
Commission and open for public 
inspection. 

Ravencliffs Development Company 
produces natural gas from leases in the 
Slab Fork and Oceana Districts, Wyo¬ 
ming County, and Slab Fork District, 
Raleigh County, West Virginia, which it 
sells to Amere Gas Utilities Company for 
transportation in interstate commerce 
for resale. 

H. E. Schwartz, et al., produces natural 
gas from the East Panhandle Field, 
Gray County, Texas, which they sell to 
Phillips Petroleum Company for trans¬ 
portation in interstate commerce for 
resale. 

x'These matters should be heard on a 
consolidated record and disposed of as 
promptly as possible under the applica¬ 
ble rules and regulations and to that end: 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 7 
and 15 of the Natural Gas Act. and the 
Commission’s rules of practice and pro¬ 
cedure, a hearing will be held on March 
6, 1957, at 9:30 a. m.. e. s. t., in a hearing 
room of the Federal Power Commission, 
441 G Street NW., Washington, D. C.. 
concerning the matters involved in and 
the issues presented by such applica¬ 
tions : Provided , however, That the Com¬ 
mission may, after a non-con tested 
hearing, dispose of the proceedings 
pursuant to the provisions of § 1.30 (c> 
(1) or (2) of the Commission’s rules of 
practice and procedure. Under the pro¬ 
cedure herein provided for, unless other¬ 
wise advised it will not be necessary for 
Applicants to appear or be represented 
at the hearing. 

Protests or petitions to intervene may 
be filed with the Federal Power Com¬ 
mission, Washington 25, D. C., in accord¬ 
ance with the rules of practice and 
procedure (18 CFR 1.8 or 1.10) on or 
before February 21, 1957. Failure of any 
party to appear at and participate in 
the hearing shall be construed as waiver 
of and concurrence in omission herein of 
the intermediate decision procedure in 
cases where a request therefor is made. 

[seal! J. H. Gutride. 

Secretary. 

(F. R. Doc. 57-1002; Filed. Feb. 8. 1957; 

8:47 a. m.| 


(Docket No. G-l 1882] 

Amerada Petroleum Corp. 

order suspending proposed change in 
rates 

Amerada Petroleum Corporation 
(Amerada), on January 10. 1957, ten¬ 
dered for filing a proposed change in its 
presently effective rate schedule for a 


sale of natural gas subject to the jurisdic¬ 
tion of the Commission. The proposed 
change, which constitutes an increased 
rate and charge, is contained in the fol¬ 
lowing designated filing: 

Description: Notice of change dated Janu¬ 
ary 7, 1957. 

Purchaser: Texas Gas Transmission Cor¬ 
poration. 

Rate schedule designation: Supplement 
No. 4 to Amerada’s FPC Gas Rate Schedule 
No. 9. 

Effective date: 1 February 15, 1957. 

Amerada’s proposed rate change is 
based on a favored-nations clause in its 
contract with Texas Gas which, by its 
terms, will be operative on the date on 
which Union Oil and Gas Corporation 
of Louisiana commences collection of in¬ 
creased rates under its contract with 
Texas Gas (see order issued December 
7. 1956, in docket No. G-l 1563 which 
suspends Union’s proposed increase from 
January 1 to February 15, 1957). 

The increased rate and charge so pro¬ 
posed has not been shown to be justified, 
and may be unjust, unreasonable, unduly 
discriminatory, or preferential, or other¬ 
wise unlawful. 

The Commission finds: It is necessary 
and proper in the public interest, and to 
aid in the enforcement of the provisions 
of the Natural Gas Act, that the Com¬ 
mission enter upon a hearing concern¬ 
ing the lawfulness of the said proposed 
increased rate and charge, and that the 
above-designated supplement be sus¬ 
pended and the use thereof deferred as 
hereinafter ordered. 

The Commission orders: 

(A) Pursuant to the authority con¬ 
tained in sections 4 and 15 of the Natural 
Gas Act and the Commission’s general 
rules and regulations thereunder (18 
CFR Chapter 1), a public hearing be held 
upon a date to be fixed by notice from 
the Secretary concerning the lawfulness 
of said proposed increased rate and 
charge; and, pending such hearing and 
decision thereon, the above-designated 
supplement be and it is hereby suspended 
and the use thereof deferred until July 
15. 1957, and until such further time as 
it is made effective in the manner pre¬ 
scribed by the Natural Gas Act. 

(B> Neither the supplement hereby 
suspended, nor the rate schedule sought 
to be altered thereby shall be changed 
until this proceeding has been disposed 
of or until the period of suspension has 
expired, unless otherwise ordered by the 
Commission. 

<C) Interested State commissions may 
participate as provided by §§ 1.8 and 1.37 
(f) of the Commission’s rules of practice 
and procedure (18 CFR 1.8 and 1.37 (f)). 

Issued: February 5, 1957. 

By the Commission. 

[seal] J. H. Gutride, 

Secretary. 

(F. R. Doc. 57-1003; Filed, Feb. 8, 1957; 
8:48 a. m.l 


*The stated effective date is the first day 
after expiration of the required thirty days' 
notice, or the effective date proposed by 
Amerada, if later. 
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NOTICES 


[Docket No. G-11883] 

Amerada Petroleum Corp. 

ORDER SUSPENDING PROPOSED CHANCES IN 
RATES 

Amerada Petroleum Corporation 
(Amerada), on January 7. 1957. tendered 
for filing several proposed changes in its 
presently effective rate schedules for 
sales of natural gas subject to the juris¬ 
diction of the Commission. The pro¬ 
posed changes, which constitute in¬ 
creased rates and charges, are contained 
in the following designated filings: 

Description: Notices of change dated Jan¬ 
uary 2, 3 and 4, 1957. 

Purchaser: Texas Gas Transmission Cor¬ 
poration. 

Rate schedule designations: Supplement 
No. 5 to Amerada*8 FPC Gas Rate Schedule 
No. 11; Supplement No. 3 to Amerada’s FPC 
Gas Rate Schedule No. 12; Supplement No. 5 
to Amerada*s FPC Gas Rate Schedule No. 13. 

Effective date: 1 February 6. 1957. 

Amerada’s proposed rate changes are 
based on favored-nations clauses in its 
contracts with Texas Gas which, by their 
terms, have purportedly become opera¬ 
tive by the rate for a new sale to Texas 
Gas by Gulf Refining Company in the 
South Bell City Field, Calcasieu Parish, 
Louisiana. 

The increased rates and charges so 
proposed have not been shown to be jus¬ 
tified. and may be unjust, unreasonable, 
unduly discriminatory, or preferential, or 
otherwise unlawful. 

The Commission finds: It is necessary 
and proper in the public interest, and to 
aid in the enforcement of the provisions 
of the Natural Gas Act, that the Com¬ 
mission enter upon a hearing concerning 
the lawfulness of the said proposed in¬ 
creased rates and charges, and that the 
above-designated supplements be sus¬ 
pended and the use thereof deferred as 
hereinafter ordered. 

The Commission orders: 

(A) Pursuant to the authority con¬ 
tained in sections 4 and 15 of the Natural 
Gas Act and the Commission’s general 
rules and regulations thereunder (18 
CFR Chapter I), a public hearing be held 
upon a date to be fixed by notice from 
the Secretary concerning the lawfulness 
of said proposed increased rates and 
charges; and, pending such hearing and 
decision thereon, the above-designated 
supplements be and they are each hereby 
suspended and the use thereof deferred 
until July 6. 1957. and until such further 
time as they are made effective in the 
manner prescribed by the Natural Gas 
Act. 

<B) Neither the supplements hereby 
suspended, nor the rate schedules sought 
to be altered thereby shall be changed 
until this proceeding has been disposed 
of or until the periods of suspension have 
expired, unless otherwise ordered by the 
Commission. 

(C) Interested State commissions may 
participate as provided by §§1.8 and 1.37 


1 The stated effective date Is the first day 
after expiration of the required thirty days’ 
notice, or the effective date proposed by 
Amerada, if later. 


(f) of the Commis sion’ s rules of practice 
and procedure (18 CFR 1.8 and 1.37 (f)). 

Issued: February 5, 1957. 

By the Commission. 

[seal] J. H. Gutride, 

Secretary. 

[F. R. Doc. 57-1004: Filed, Feb. 8, 1957; 
8:48 a. m.J 


[Docket No. G-11884] 

Sohio Petroleum Co. 

ORDER SUSPENDING PROPOSED CHANGES IN 
RATES 

Sohio Petroleum Company (Sohio), on 
January 7, 1957, tendered for filing 
several proposed changes in its presently 
effective rate schedules for sales of nat¬ 
ural gas subject to the jurisdiction of the 
Commission. „ The proposed changes, 
which constitute increased rates and 
charges, are contained in the following 
designated filings: 

Description: Notices of change, undated. 

Purchaser: Texas Gas Transmission Cor¬ 
poration. 

Rate schedule designations: Supplement 
No. 2 to Sohio’s FPC Gas Rate Schedule No. 
24; Supplement No. 2 to Sohio’s FPC Gas Rate 
Schedule No. 14; Supplement No. 3 to Sohio’s 
FPC Gas Rate Schedule No. 16; Supplement 
No. 2 to Sohio*B FPC Gas Rate Schedule No. 
21 . 

Effective date: 1 February 6, 1957. 

Sohio’s proposed rate changes are 
based on favored-nations clauses in its 
contracts with Texas Gas which, by their 
terms, have purportedly become opera¬ 
tive by the rate for a new sale to Texas 
Gas by Gulf Refining Company in the 
South Bell City Field, Calcasieu Parish, 
Louisiana. 

The increased rates and charges so 
proposed have not been shown to be jus¬ 
tified, and may be unjust, unreasonable, 
unduly discriminatory, or preferential, or 
otherwise unlawful. 

The Commission finds: It is necessary 
and proper in the public interest, and to 
aid in the enforcement of the provisions 
of the Natural Gas Act, that the Com¬ 
mission enter upon a hearing concerning 
the lawfulness of the said proposed in¬ 
creased rates and charges, and that the 
above-designated supplements be sus¬ 
pended and the use thereof deferred as 
hereinafter ordered. 

The Commission orders: 

(A) Pursuant to the authority con¬ 
tained in sections 4 and 15 of the Natural 
Gas Act and the Commission’s general 
rules and regulations thereunder (18 
CFR Chapter I), a public hearing be held 
upon a date to be fixed by notice from 
the Secretary concerning the lawfulness 
of said proposed increased rates and 
charges; and, pending such hearing and 
decision thereon, the above-designated 
supplements be and they are each hereby 
suspended and the use thereof deferred 
until July 6, 1957, and until such further 
time as they are made effective in the 


1 Tbe stated effective date is the first day 
after expiration of the required thirty days’ 
notice, or the effective date proposed by 
Sohio, if later. 


manner prescribed by the Natural Gas 
Act. 

(B) Neither the supplements hereby 
suspended, nor the rate schedules sought 
to be altered thereby shall be changed 
until this proceeding has been disposed 
of or until the periods of suspension have 
expired, unless otherwise ordered by the 
Commission. 

(C) Interested State commissions may 
participate as provided by §§ 1.8 and 1.37 
(f) of the Commission’s rules of practice 
and procedure (18 CFR 1.8 and 1.37 (f)). 

Issued: February 5, 1957. 

By the Commission. 

[seal] j. h. Gutride. 

Secretary. 

[F. R. Doc. 57-1005; Filed, Feb. 8. 1957; 

8:48 a. m.J 

OFFICE OF DEFENSE 
MOBILIZATION 

J. R. Killian, Jr. 

appointee’s statement of changes in 

BUSINESS INTERESTS 

The following statement lists the 
names of concerns required by subsection 
710 (b) (6) of the Defense Production 
Act of 1950, as amended. 

Additions: I now own stock in the British 
Petroleum Company Limited. 

This amends statement previously pub¬ 
lished in the Federal Register, August 
16, 1956 (21 F. R. 6152). 

Dated: January 29, 1957. 

J. R. Killian, Jr. 

[F. R. Doc. 57-1011; Filed, Feb. 8, 1957; 

8:49 a. m.J 


Detlev W. Bronk 

APPOINTEE’S STATEMENT OF CHANGES IN 
BUSINESS INTERESTS 

The following statement lists the 
names of concerns required by subsection 
710 (b) (6) of the Defense Production 
Act of 1950, as amended. 

Addition: Protein Foundation, trustee. 

This amends statement previously pub¬ 
lished in the Federal Register, August 
1, 1956 (21 F. R. 5948). 

Dated: January 29, 1957. 

Detlev W. Bronk. 

IF. R. Doc. 57-1012; Filed, Feb. 8, 1957; 
8:49a. m.] 


SECURITIES AND EXCHANGE 
COMMISSION 

[File No. 54-169] 

Market Street Railway Co. 

ORDER RELEASING JURISDICTION OVER FEES 
AND EXPENSES FOR SERVICES AND OVER 
FINAL DISTRIBUTION 

February 5, 1957. 

By order dated May 13, 1953 (Hold¬ 
ing Company Act Release No. 11906) the 
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Commission approved Step II. as 
amended, of a plan of liquidation, pur¬ 
suant to section 11 (e) of the Public 
Utility Holding Company Act of 1935 
(“act”) , filed by Market Street Railway 
Company (‘‘Market Street”), formerly a 
non-utility subsidiary of Standard Gas 
and Electric Company, a registered hold¬ 
ing company. Step II, as amended, 
among other things, proposed that Mar¬ 
ket Street would, after satisfying its 
liabilities, distribute its remaining assets 
on a pro rata basis to the holders of its 
then outstanding prior preference stock. 
In the order of May 13, 1953, the Com¬ 
mission reserved jurisdiction with re¬ 
spect to (a) any future distribution to 
be made by Market Street to its prior 
preference stockholders and (b> the 
payment of any fees and expenses. 

Market Street has advised the Com¬ 
mission that there are no outstanding 
claims against it other than those that 
are current and after making provision 
for the satisfaction of its current liabili¬ 
ties and for the payment of the sum of 
$500 for services performed by Edward 
E. Laufer as an officer of Market Street 
and the sum of $2,513 for legal services 
performed and to be performed through 
iinal dissolution of the corporation by 
Douglass Newman, there remains 
$40,664.75 for final distribution to stock¬ 
holders holding 116,185 shares or at the 
rate of 35<* per share. Such distribution 
will be payable from cash on hand. 

The Commission having considered 
(a) the proposed payments of fees and 
expenses for services rendered and to be 
rendered and finding that such amounts 
are reasonable and for necessary serv¬ 
ices and (b) the proposed final distribu¬ 
tion to stockholders in the light of the 
applicable standards of the act and 
deeming it appropriate that the juris¬ 
diction heretofore reserved with respect 
to such distribution should be released: 

It is ordered. Pursuant to section 11 
(e> and the other applicable sections of 
the act, that the transactions proposed 
herein be, and the same hereby are, 
approved and that the jurisdiction here¬ 
tofore reserved with respect thereto be, 
and the same hereby is, released. 

By the Commission. 

I seal] Orval L. DuBois, 

Secretary. 

[F. R. Doc. 57-1008; Filed, Feb. 8. 1957; 

8:48 a. m.l 


INTERSTATE COMMERCE 
COMMISSION 

Fourth Section Applications for 
Relief 

Protests to the granting of an appli¬ 
cation must be prepared in accordance 
with Rule 40 of the general rules of prac¬ 
tice (49 CFR 1.40) and filed within 15 
days from the date of publication of this 
notice in the Federal Register. 

LONG-AND-SHORT HAUL 

February 6. 1957. 

FSA No. 33232: Substituted service — 
A l otor-Rail-Motor, Pennsylvania Rail¬ 
road. Filed by The Eastern Central Mo¬ 
tor Carriers Association, Inc., Agent, for 


named motor carriers and The Pennsyl¬ 
vania Railroad Company. Rates on vari¬ 
ous commodities loaded in highway 
motor-truck trailers and transported on 
railroad flat cars between Chicago and 
East St. Louis, Ill., Cincinnati and Cleve¬ 
land, Ohio. Detroit, Mich., Indianapolis, 
Ind., and Louisville, Ky., on one hand, 
and Baltimore. Md., on the other; also 
between Cincinnati, Detroit, and Louis¬ 
ville. on one hand, and Kearny. N. J., and 
Philadelphia. Pa., on the other. 

Grounds for relief: Motor-truck com¬ 
petition. 

Tariff: The Eastern Central Motor 
Carriers Association, Inc., tariff I. C. C. 
No. 14. 

FSA No. 33233: Fibreboard boxes — 
Omaha, Nebr., to Minnesota. Filed by 
W. J. Prueter, Agent, for interested rail 
carriers. Rates on boxes, fibreboard, 
carloads, as more fully described in the 
application, from Omaha, Nebr.. to Al¬ 
bert Lea. Mankato, Miloma. and Water- 
ville, Minn., 

Grounds for relief: Circuitous routes. 

Tariff: Supplement 78 to Agent Prue¬ 
ter’s tariff I. C. C. A-4038. 

FSA No. 33234: Caustic soda tcr*points 
in Tennessee territory. Filed by O. W. 
South, Jr.. Agent, for interested rail 
carriers. Rates on liquid caustic soda, 
tank-car loads from Baton Rouge and 
North Baton Rouge, La., to Boyce. Cal¬ 
houn, Chattanooga. Lowland and North 
Chattanooga, Tenn., from Calvert. Ky.. 
Memphis. Tenn., and McIntosh, Ala., to 
Lowland, Tenn. 

Grounds for relief: Market competi¬ 
tion and circuitous routes. 

Tariffs: Supplement 187 to Agent 
Spaninger’s I. C. C. 1295. Supplement 
31 to Agent Spaninger's I. C. C. 1526. 
Supplement 33 to Agent Spaninger’s 
I. C. C. 1548. 

FSA No. 33235: Pig iron—South to 
Kansas and Missouri. Filed by O. W. 
South, Jr.. Agent, for interested rail 
carriers. Rates on pig iron and related 
articles, carloads from specified pro¬ 
ducing points in Alabama and Tennessee 
to Kansas City, Clinton, Harrisonville, 
and Springfield, Mo., and Kansas City, 
Kans. 

Grounds for relief: Circuitous routes. 

Tariff: Supplement 78 to Agent C. A. 
Spaninger’s I. C. C. 1420. 

FSA No. 33236: Salt—Jefferson Is¬ 
land. La., to Anniston , Ala . Filed by 
F. C. Kratzmeir. Agent, for interested 
rail carriers. Rates on mine run salt, 
carloads from Jefferson Island, La., to 
Annison, Ala. 

Grounds for relief: Circuitous routes. 

Tariff: Supplement 85 to Agent 
Kratzmeir’s I. C. C. 3903. 

FSA No. 33237: Paper winding cores — 
From and to western trunk-line territory . 
Filed by W. J. Prueter, Agent, for inter¬ 
ested rail carriers. Rates on cores, 
printing paper winding, old and used, 
iron or steel, carloads, as more fully de¬ 
scribed in the application, from specified 
points in Colorado, Illinois, Indiana, 
Iowa, Kansas, Kentucky, Michigan, 
Minnesota, Missouri, Nebraska, North 
Dakota, South Dakota, Wisconsin, and 
Wyoming to specified points in Illinois, 
Indiana, Kansas, Kentucky, Michigan, 
Minnesota, Missouri, Nebraska, and Wis¬ 


consin. also Manitoba and Ontario, 
Canada. 

Grounds for relief: Carrier competi¬ 
tion and circuitous routes. 

Tariffs: Supplement 42 to Agent 
Prueter’s I. C. C. A-4082. Supplement 
13 to Agent Prueter’s I. C. C. A-4094. 

FSA No. 33238: Cresylic acid — Oklaho¬ 
ma and Texas to Roxana, III. Filed by 
F. C. Kratzmeir, Agent, for interested 
rail carriers. Rates on petroleum 
cresylic acid, tank-car loads, from Tulsa. 
Okla., Houston, Tex., and other specified 
points in Texas to Roxana, Ill. 

Grounds for relief: Short-line distance 
formula and circuitous routes. 

Tariffs: Supplement 196 to Agent 
Kratzmeir’s I. C. C. 4109. Supplement 
289 to Agent Kratzmeir’s I. C. C. 4139. 

FSA No. 33239: Trailer-on-flat-car - 
service—Between central territory and 
southwestern territory. Filed by F. C. 
Kratzmeir, Agent, for interested rail car¬ 
riers. Rates on commodities moving on 
class and commodity rates loaded in 
highway trailers and transported on rail¬ 
road flat cars between specified points in 
central territory and specified points in 
southwestern territory, and from speci¬ 
fied points in central territory to speci¬ 
fied points in southwestern territory. 

Grounds for relief: Motor truck com¬ 
petition and circuitous routes. 

Tariff: Supplement 18 to Agent Kratz¬ 
meir’s tariff I. C. C. 4196. 

FSA No. 33240: Caustic soda — Calvert, 
Ky., to Foley. Fla. Filed by O. W. South. 
Jr.. Agent, for interested rail carriers. 
Rates on liquid caustic soda, tank-car 
loads from Calvert. Ky., to Foley, Fla. 

Grounds for relief: Market competi¬ 
tion. 

Tariff: Supplement 33 to Agent Span¬ 
inger’s tariff I. C. C. 1548. 

FSA No. 33241: Sulphuric acid between 
points in western trunk-line territory. 
Filed by W. J. Prueter, Agent, for inter¬ 
ested rail carriers. Rates on acid, sul¬ 
phuric. and acid, sulphuric, spent, tank- 
car loads between points in western 
trunk line territory, and from Wichita. 
Kans., to stations in western trunk line 
territory described in exhibit 2 of the 
application. 

Grounds for relief: Short-line distance 
formula, motor tank truck competition, 
and circuitous routes. 

Tariff: Supplement 16 to Agent Prue¬ 
ter’s tariff I. C. C. A-4164. 

FSA No. 33242: Trailer-on-flat-car- 
service, Chicago, III., to Texas points. 
Filed by F. C. Kratzmeir, Agent, for in¬ 
terested rail carriers. Rates on candy or 
confectionery, in stated minimum quan¬ 
tities, loaded in highway trailers and 
transported on railroad flat cars from 
Chicago, Ill., to Dallas, Fort Worth, Gal¬ 
veston, and Houston, Tex. 

Grounds for relief: Short-line dis¬ 
tance formula, motor truck competition, 
and circuitous routes. 

Tariff: Supplement 32 to Agent Kratz¬ 
meir’s tariff I. C. C. 4Ufl. 

By the Commission. 

[seal] Harold D. McCoy, 

Secretary . 

(F. R. Doc. 57-1006; Filed, Feb. 8. 1957; 

8:48 a. m.j 
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RULES AND REGULATIONS 


DEPARTMENT OF JUSTICE 

Office of Alien Property 

Tommaso Riccardo Luzzati 

NOTICE OF INTENTION TO RETURN VESTED 
PROPERTY 

Pursuant to section 32 (f) of the Trad¬ 
ing With the Enemy Act, as amended, 
notice is hereby given of intention to 
return, on or after 30 days from the date 
of publication hereof, the following 
property located in Washington, D. C., 
including all royalties accrued there¬ 
under and all damages and profits re¬ 
coverable for past infringement thereof, 
after adequate provision for taxes and 
conservatory expenses: 

Claimant , Claim No., and Property 

Tommaso Riccardo Luzzati, Siena, Italy, 
Claim No. 45719, Vesting Order No. 201, prop¬ 
erty described in Vesting Order No. 201 (8 


F. R. 825, January 16. 1943), relating to 
United States Letters Patent No. 2,252,467. 

Executed at Washington, D. C., on 
February 5, 1957. 

For the Attorney General. 

[seal] Paul V. Myron, 

Deputy Director, 
Office of Alien Property. 

IF. R. Doc. 57-1013; Filed, Feb. 8, 1957; 
8:49 a. m.J 


Johanna van der Graaf 

NOTICE OF INTENTION TO RETURN VESTED 
PROPERTY 

Pursuant to section 32 (f) of the Trad¬ 
ing With the Enemy Act, as amended, 
notice is hereby given of intention to 
return, on or after 30 days from the date 
of publication hereof, the following prop¬ 


erty, subject to any increase or decrease 
resulting from the administration 
thereof prior to return, and after ade¬ 
quate provision for taxes and conserva¬ 
tory expenses: 

Claimant, Claim No., Property, and Local ion 

Johanna van der Graaf, 22 Voorstrard, 
Lekkerkerk, The Netherlands, Claim No. 
59833, Vesting Order No. 17840, $125 in the 
Treasury of the United States; and 10 shares 
of 10 cents par value capital stock of Keia 
Gas and Oil Corporation and 7 shares of $5 
par value comon stock of Swan Finch Oii 
Corporation, presently in the custody of the 
Federal Reserve Bank, New York, New York. 

Executed at Washington, D. C., on 
February 5, 1957. 

For the Attorney General. 

[seal] . Paul V. Myron, 
Deputy Director, 
Office of Alien Property. 

[F. R. Doc. 57-1014; Filed, Feb. 8, 1957; 
8:49 a. m.j 
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